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THE QUEST FOR INDIVIDUAL SECURITY 


E arty IN THIS CENTURY, a Harvard 
philosopher, Mr. Henry Adams, came to 
the cheerful conclusion that progress 
would be so rapid that somewhere about 
the year 1952 we should arrive at com- 
plete chaos. The year 1952 is not so very 
far away, and I do not think there will 
be chaos. But the progress-indicator keeps 
moving steadily up. 

Of interest is the fact that the United 
States is the only great power whose gov- 
ernment and social system have remained 
largely unscathed by the vast changes 
im life brought about by this huge indus- 

expansion. In fact, the United 

tes, by producing enough, has been 

to handle the prime requirement of 

a Social security system. The Twentieth 
tury Fund, a capable economic orga- 
ization, indicates that our national pro- 
duet in 1960 will be a minimum of $325 
ion, and more probably $350 billion. 

It is clear that this system of ours can 

produce enough to make security for the 
individual a clearly attainable objective. 

However, there remains at least one 
major problem of personal security, which 
must be alleviated by some cooperative 
method throughout the community. That 
problem is sickness and health insurance. 
It ig still true that a given amount of ill- 
ness can bankrupt any middle-class fam- 
ily. If government schemes are ill-ad- 

ised, the answer may be gradual develop- 
ment of more or less private insurance 
plang (of which the Health Insurance 
P in New York City is perhaps 
the most enlightened). One of the tasks 
before us is the illumination of definite 


facts which will guide us to a solution of 
this problem. 

Another problem: In feudal times, a 
man had security at the price of being a 
serf tied to the land. In Communist Rus- 
sia, he is said to have it at the price of 
being tied to a forced-labor job. Neither 
would suit us. Yet we are encountering 
a phase of that danger. We already have 
the problem of whether a man, covered 
by a pension trust, can change his job 
without forfeiting his accumulated pen- 
sion credits. With enough research, we 
shall be able to find a solution to this 
problem, perhaps in the form of regional 
or transferable pension participations. 

The education of children is another 
aspect of the quest for security. A man 
really feels secure only when his children 
are educated. Yet education, especially 
higher education, is steadily increasing 
in price in comparison to the average an- 
nual income. Providing the children who 
need and can use first-rate education with 
facilities for such education is a part of 
security philosophy not yet pioneered in 
our thinking. 

Finally, the arrangements made and 
those still to be born must be defended; 
security programs of today have to be 
valid for tomorrow. It is no good to ar- 
range for security and, at the same time, 
permit inflation to make these arrange- 
ments worthless. 

However, personal security is not en- 
tirely an economic matter. Underlying 
all security is a moral equilibrium, a 
comprehension that the universe is not a 
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collection of assorted anarchies. We have 
seen men economically secure beyond be- 
lief who were anything but secure in their 
minds and their hearts. Even in this 


—From an address by ADOLF A. BERLE, Jr. 


magnificent and terrifying spate of 
change, we may attain some of the quiet 
satisfaction of our forefathers who be- 
lieved in the providence of God. 


(Chairman of the Board, American Molasses 


Company) before the Annual Meeting of the Research Council for Economic Security, 
Chicago, Illinois. 


OUR PRIVILEGED MILLIONS 


Topay THERE ARE millions of people who 
sincerely believe that the great industrial 
enterprises of America are owned and 
controlled by a handful of wealthy men 
and that these privileged few whack up, 
among themselves, the “fabulous” pro- 
fits of “giant” corporations. Clearly, it 
is high time to nail this misconception for 
the barefaced lie that it is. What privi- 
lege do the owners of American industry 
possess that their fellow citizens do not? 
How many stockholders constitute a 
“few”? And how wealthy must they be? 

The truth is that ownership of a share 
in American enterprise lies within the 
financial capacity of virtually every family 
in the land. If all of the dividend-paying 
stocks listed on the New York Stock Ex- 
change at the close of last year had been 
rolled up into one composite issue, a 
single share in this average American in- 
dustry would have cost the investor ex- 
actly $33 and would have paid him a 
dividend of $2.21 during the year. That 
is hardly a “fabulous” profit; neverthe- 
less, it represented a good return as divi- 
dends go—a return of 6.7 per cent on 
the investment. 

Stock ownership is thus one of the most 
completely democratic institutions to be 
found anywhere in this democracy of 
ours. There is no special privilege about 
it; but there is a very important privilege 
that the people of many other nations do 
not enjoy. Here, in America, everyone 
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is at liberty to participate in corporate 
ownership, selecting freely the particular 
stock he wishes to buy, or to refrain from 
doing so—just as he pleases. The citi- 
zens of many other nations do not have 
that privilege. They are compelled, by 


taxation, to provide capital for govern- 
ment-owned corporations and they are 
denied the right to participate propor 
tionately in any profits which their i 
vestment might yield. i 
But how about the “few”? How manj 
stockholders are there? To that questi 


there is no exact answer, but responsi 
estimates put the figure as high as fift 
million. That is certainly quite a “few.” 
Many of America’s largest corporations 
have more owners than employees. Amef- 
ican Telephone and Telegraph, for m4 
ample, is owned by more than a milli 
stockholders. General Motors is own 
by nearly half a million. Few of th 
owners could be classed as wealthy by 
standards, and large numbers of th 
have a total annual income of less t 
$5,000. With each passing year, mo 
over, the number of individuals holdi 
stock in American industrial enterpri 
grows larger as more and more peo 
avail themselves of the opportunities 
forded by corporate ownership. 
American enterprise thus belongs to the 
people—to the people who have built it 
with their ingenuity and maintained it 
with their savings. I know of no other 





nation in the world where such vast in- 
dustrial resources as ours are owned and 
controlled so extensively, and so directly, 
by the public. I do know of other na- 
tions, however, where the government 


has seized the industries created by its 
people and placed them under control of 
politicians and bureaucrats. That, to me, 
is the antithesis of real public ownership. 
It is truly control by the privileged few! 
—Irvinc §. Otps. The Exchange (New York Stock Exchange), March, 1951. 


A Good Life After 60 


SURVEYS conducted among men and women in their sixties invariably show that most 
of them suffer acutely when making the abrupt change from active employment into 
the idleness of an unplanned retirement. Of special interest in this connection— 
particularly to personnel managers, employee counselors and company librarians—is 
a new book on retirement planning, Begin Now—To Enjoy Tomorrow, by Ray 
Giles, published and distributed as a public service by the Mutual Benefit Life 
Insurance Company. Addressed not only to the person who expects to retire within 
a few years, but also to the much larger group of presently-employed persons now 
in their fifties, forties, and even younger, this guide offers some sage advice on 
intelligent advance planning to make retirement a happy and rewarding experience. 
In addition to a comprehensive discussion of the practical problems of retirement— 
financial planning, living arrangements, etc.—the author addresses himself at length 
to the mental and emotional factors that figure so heavily in adjustment to re- 
tiremcat. 

Single copies of the book, which is attractively illustrated throughout and bound 


in cloth, may be obtained at no charge upon request to The Mutual Benefit Life 
Insurance Company, Newark 1, N. J. 


Community Relations Project 





MOST AMERICANS are generally avid rooters for their neighborhood ball teams and 
hometown sports heroes. Many know the fun of participating in some type of 
sports activity, whether sponsored by a municipality or an industry. 

Of this large group of sports‘minded Americans, few, however, know what 
is necessary for a community to provide ample playground facilities to give those 
interested a chance to play. 

One feature of General Electric's More Power to America program on com- 

munity recreation, prepared in cooperation with the National Recreation Associa- 

| tion, provides for a community score card. This feature is a score card by which 

| a private citizen can score the progressiveness of his community's recreation. 

| The community score card is just one instrument in the tool chest of aids pro- 

‘ vided by General Electric for communities and industries to use in developing 
outdoor recreation. Notable among other aids are two manuals, “Recreation Is 


: ) Everybody's Business and “Industrial Recreation Is Good Business,” which give 
"the “how to do it” slant. 
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EVERY DAY puts at risk all that has been gained. The greater the apparent achieve- 
ment, the more serious is the risk of loss. The farther you have climbed, the more 
disastrous the fall. You have been vigilant; it remains to be yet vigilant. 


—Cuarites Evans Hucues 
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MANAGEMENT UNDER THE EXCESS PROFITS TAX 


Tue Excess pRorits TAX, inasmuch as it 
produces a tax-oriented business manage- 
ment, makes a change in the kind of 
business system we shall have in this 
country. Business management must learn 
this new kind of business system, the 
changes that have already taken place, 
and the consequences that can be expected. 

On the question, “Is it proper for 
business management so to conduct its 
affairs that within the law it will mini- 
mize the tax consequences of its operat- 
ing decisions?”’ there can be a sharp dif- 
ference of opinion. I believe that it is 
not only proper, but that it is the duty 
of management to conduct its affairs so 
that the burden of taxation on the busi- 
ness enterprise will be the minimum 
consistent with the requirements of law 
and with the health and development of 
the business. 

To the extent a business is subject to 
excess profits taxes, management has two 
kinds of dollars to work with. It has 
cheap earned dollars and expensive earned 
dollars. Cheap earned dollars are those 
which, if not spent, will be taxed at high 
marginal rates; expensive dollars are those 
which are taxed at ordinary rates. The 
excess profits tax provides cheap dollars 
to the profitable and established company, 
dollars which can and must be used by a 
responsible management to safeguard and 
to extend the position of such a company 
against competition. If a company is not 
in excess profits, if it is weak in earnings, 
or young, or with inadequate capital—it 
is at a double disadvantage as against its 
entrenched rival with tax-created cheap 
dollars at its disposal. 

The existence of cheap dollars does not, 
however, justify waste, extravagance, or 
carelessness in the administration of busi- 
ness expenditures. There are many ex- 
amples of companies which tightened 
rather than loosened their supervision of 
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expense under the last excess profits tax. 
The same good faith on the part of 
management in the prudent direction of 
a company’s affairs is to be insisted upon 
again. 

The fact that the present excess profits 
tax will either expire or be extensively 
and materially amended on July 1, 1953, 
makes it necessary for management to put 
its planning house in order at once, since 
the benefit to the company of cheap ex- 
pense dollars must be gained principally 
in 1952, the year 1951 being too soon 
for most, and the first half of 1953 a 
little too late for many. A broad rule 
may be stated that the payment of an 
excess profits tax by a company in 1952 
gives a presumption of managerial inade- 
quacy—an indication that the planning 
and control of a company’s affairs one 
something to be desired. f 

Obviously the first problem for manage’ 
ment is to know, as soon as possi 
whether or not it is in the excess pro 
tax bracket and if so, for how much. 
the company is not in excess profits, then 
every effort should be made to get it thee, 
because only then will there be ch 
dollars available to meet competiti 
aggression. Remember that comptroll 
are constitutionally conservative and that 
their habit is to under-estimate rat 
than to over-estimate year-end pro 
Formerly, this was a good practice, 
under the excess profits tax, it may 
out to be extremely expensive. 
one of the number one danger points 
management. 

If your company is in the excess profits 
range, you have two kinds of money to 
account for and to control. They 
be separated on budget estimates and 
accounts and, in my opinion, it would be 
wise to have a separate name for the new 
money. I suggest the letters “OE,” stand- 
ing for Optional Expense. The manage- 
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ment of the OE program should be 
assigned to some general officer not in 
the accounting division of the business. 
Needless to say, OE programs should 
be those that can be quickly started, 
quickly terminated, and should create no 
precedents—except, and this is important, 
the precedent of experimenting with new 
developments with the idea that these 
might perhaps justify themselves on a 
regular expense basis. Opportunities for 
the wise utilization of OE dollars lie in 
such areas as production; marketing; pub- 
lic relations; personnel; capital structure 
and investment; and finally, the great area 
embraced by possible Point IV enterprises, 
where preliminary explorations can be 
made for foreign raw materials, designs, 
and markets that can be profitably devel- 
ed even should OE dollars disappear. 
How do stockholders benefit by the 
penditure of OE dollars? The benefit to 
stockholder arises from an increasing 
fficient of certainty on the leveled-off 
ings of the company which is reflected 

im relatively higher prices for the com- 


pany’s shares, with the possibility of long- 
term capital gains. 

The existence of cheap OE dollars in 
the economy, even if every one of them 
is prudently used, is unquestionably an 
inflationary influence. But if these dollars 
are used wisely, as I believe most of them 
will be, this inflationary influence will be 
offset by social gains in terms of newer 
and better products, wider availability of 
the more acceptable consumers goods, 
more efficiency in the maintenance and 
more economy in the replacement of 
capital goods. 

What is likely to happen to the excess 
profits tax after July 1, 1953? In spite of 
the controversy that we are likely to have 
in the latter part of 1952 and early 1953, 
my guess is that the tax will be permitted 
to lapse. The reasons are simply that the 
tax will prove to be in practice extremely 
complicated to administer, that it will 
produce grotesque and conspicuous in- 
equities, and that the revenue from the 
tax will become progressively and propor- 


tionately less, even within the short period 
ahead. 


—From an address by BEARDSLEY RUML before the Sixteenth Annual Meeting of 
The Gas Appliance Manufacturers Association, Chicago. 


Wage Earners’ Views on Some Vital Matters 


HOW TO FIGHT INFLATION and how to raise money needed for this country’s arma- 
ment program are two subjects on which wage-earner husbands and wives have very 
definite opinions, according to a survey of MacFadden Publications’ Wage Earner 

_ Forum. 

_ While better than eight in 10 suggest a freeze on prices as one effective means of 

' fighting inflation, more than half as many also suggest a freeze on wages. Though 

- husbands and wives agree rather closely on a freeze on prices, considerably fewer of 
the wives are in favor of a freeze on wages. Restrictions on buying are recommended 

| by more than one-fourth of the panel. 

' Non-essential government expenditures can be reduced and that is the best means 
of raising money for our armament program, in the opinion of eight in 10 of the 
wage earners and their wives. Two-thirds of them, more husbands than wives, 
suggest increased corporation taxes. Suggestions for a national tax on the things 
we buy and an increased personal income tax, as other means of raising the needed 
money, were checked by about one-fourth in each case. 
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“My dad does all his firm's labor negotiations—what chance have 
1 got to talk him into a bigger allowance?” 





28th ANNUAL GENERAL MANAGEMENT CONFERENCE 

The 28th Annual General Management Conference of 
the American Management Association will be held on Thurs- ~ 
day and Friday, June 7-8, 1951, at The Waldorf - Astoria, : 
New York City. 
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FEARS FOR SMALL BUSINESS BELIED BY FACTS 


THe cLAMOR WHICH small business is 
making in Washington would lead the 
lay observer to think that sentence of 
death hung over its head. Washington, 
in turn, by holding various hearings and 
setting up several offices, makes all the 
motions of being suitably concerned. 
However, the present situation and 
future prospects of the small business man 
are much rosier than this concern might 
suggest. Figures (published by SEC and 
FTC), showing rates of profit for manu- 
facturing corporations classified by size 
groups, indicate that from January, 1950, 
through the third quarter the leaders in 
the field were the small corporations. For 
firms with assets under $250,000 the an- 
nual ratio of income to stockholders’ 
uity climbed from a sub-basement of -2 
cent in November, 1949, to a high 
19.2 per cent in August, 1950. The 


$1 million) which climbed from a 
io of around 6 per cent to 18.8 per 


oreover, this progress in profits was 
without sacrifice of numbers. Dur- 
| the first years of the “hot war” of 
19 1-45, nearly a million enterprises, most 
of them in distributive trades, shut up 
shop between December, 1941, and De- 
cemiber, 1943. No such situation is now 
showing itself. 

According to the latest Commerce De- 
partment tables, there are 3,966,800 
firms in the country, employing 36,450,- 
000 people. Of these, 2,955,300 employ 
less than four workers apiece; 975,500 


others employ less than 100 workers; 
28,700 more employ between 100 and 
500. Together, these 3,931,800 firms em- 
ploy 14,702,000 people. This, roughly, is 
“small business.” 

Their present complaints come under 
four heads: They want to keep their key 
people out of the armed services and on 
the job; they want to get their share of 
scarce or controlled materials; they want 
aid in financing whatever changes they 
must make to keep within production de- 
mands; they want a proportionate share in 
defense contracts. 

Efforts on their behalf in Washington 
at the present time are complex, and in 
some instances contradictory, but in both 
defense and civilian procurement, the ac- 
cent seems to be first on getting small 
business men the information they want 
without need to come to Washington; sec- 
ond, on handling those who come with as 
little damage as possible; and third, on 
persuading them that they want not prime 
contracts but sub-contracts. To these var- 
ious ends, the Department of Defense, 
the General Services Administration, the 
Department of Commerce, and other pur- 
chasing agencies send out a “daily con- 
solidated synopsis” which lists all kinds 
of needs, a “tip sheet” which is supposed 
to keep goods coming and small business 
prosperous. 

Meanwhile, the clamor continues until 
the very real problems of the corner gro- 
cer are lost in the contentions of the 
crowd. Other than cynics have been 
known to murmur that small business as 
now defined is more a political slogan and 
a state of mind than an economic force. 


—Miprep Apams. Barron's, April 23, 1951, p. 7:2. 


Strike Back —Give to Conquer Cancer! 
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Public's Convictions of Prosperity At 10-Year Low 


IN A NATION-WIDE Psychological Corporation survey made in April, a sharp in- 
crease was found in those who consider themselves less prosperous than two years 
ago. The specific question asked was one which has been asked every year by the 
corporation since October, 1941, namely: “Is your family more prosperous (or 
better off) today than two years ago, less prosperous, or the same?” This year, 29 
per cent said they were less prosperous, as compared with 21 per cent last year and 
15 per cent a decade ago. At the same time, the percentage who considered them- 
selves more prosperous declined from 38 per cent in 1941 and 30 per cent in 1950 
to only 26 per cent this year. (Most of the remainder felt themselves to be the 
same.) 

Contrary to expectations, there was no difference between the union and non- 
union families. Evidently, the non-union families have done about as well or as 
poorly in the scramble for advancement. Furthermore, the per cent who say they 
are less prosperous varies only between 27 and 29 per cent for the four income 
groups studied. 

It should be pointed out that these figures represent what people feel or believe 
about their condition. Government statistics might well show that people's actual 
buying power, due to higher wages and steadier work, is even higher than it was 
two years ago.* However, the great publicity about rising prices, price and wage 
controls, and war sacrifices might well have persuaded many to feel that they were 
worse off now than before the Korean war. 


* See “Rise in Living Standard Dwarfs Price Rise” on p. 293. 


Biggest Year for Business 


A DECADE AGO, only five U. S. corporate giants boasted sales of more than $1 billion 
a year. Last week, with most annual reports for 1950 now tabulated, the number 
in industry's “billion-dollar league” had risen to a total of 19 companies. 

If any confirmation of industry's growth was needed, FTC and SEC provided 
it. They estimated the 1950 profits of all U. S. manufacturing companies at an 
alltime record of $23.2 billion before taxes, a 61 per cent rise above 1949. Even 
the bigger corporate income taxes left a total net of $12.9 billion, a 43 per cent 
gain. Moreover, the biggest gains were made by the smallest companies: a 106 
per cent average increase for those with assets under $250,000, v. a 31 per cent 
rise for those above $100 million. But both big and little had to set aside such 
huge sums for plant expansion, rising inventory costs, etc., that stockholders got 
only about 40 per cent of profits ($5.6 billion) in dividends. However, stockholders 
are faring better this year: all dividend payments for 1951's first quarter are 13 per 
cent higher than in 1950. 


RET AES RR aN ae die. 


it MRP 


—Time 5/7/51 


Public Relations During Mobilization: ideas at Work 


PARKER PEN COMPANY (Janesville, Wis.) will repair free all Parker pens, pencils, 
and cigarette lighters sent in by troops overseas. Thc company did the same during 
World War II at a cost of about $50,000. 

Goodyear Tire & Rubber Company (Akron) has sent thousands of decks of playing 
cards to armed-force bases. 

Borden Company (Columbus, Ohio) uses bulletin-board posters to urge employees 
to write weekly letters to fellow workers called to duty. Theme: “If he can fight, 
we can write.” 





—Wiiiiam W. Boppiz in Texas Industry 4/51 
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CORPORATE GIVING: A SURVEY 


Hunoreps or MILuions of dollars were 
contributed by corporations last year to 
churches, educational institutions, com- 
munity chests, health and welfare agen- 
cies, and other organizations. Yet, ironi- 
cally, most of these donors, in making 
their gifts, used no yardstick in deciding 
the question, “How much to whom?” 
This is the telling conclusion of a survey 
conducted by Public Relations News, in 
which a cross-section of its readers were 
asked how they decide on organizations to 
be helped financially, who makes the de- 
cisions, and how the amount is deter- 
mined. The following are the major find- 
ings of the survey: 

Many companies have standing commit- 
tees to review and pass on all requests, 

ith the public relations executive usu- 

ly serving as a member. Generally, it 

a management rather than an employee 

up that makes the decisions on cor- 

rate giving, although one company, 

ith 7,000 employees, uses a three-man 

rd of a union member, a non-union 

rker, and a representative of manage- 

t. There is a sound trend among 

panies with plants in several commu- 

ies to give local managers authority to 

e final decisions or at least have a 

v in making recommendations to 
headquarters. 

There's little standardization of method 
as to selection of organizations for con- 
tribution. Most are guided by the kind 
of thinking expressed as follows: “We ask 
oufselves, does the organization benefit 
our company, our employees or employee 
families? If we can answer in the af- 
firmative, we donate; if not, we don't.” 
Mafty companies just follow the practice 
of helping the same organization each 
year. Companies in small communities 


usually try to give to all worthwhile 
groups in the area—eliminating favorit- 
ism. 

Surprisingly few companies indicated 
that they make use of the various im- 
partial agencies for available information 
on officers, purposes, efficiency, solicita- 
tion practices, etc., of almost every or- 
ganization. Chamber of Commerce was 
cited most frenquently as a source—also 
Better Business Bureau, National In- 
formation Bureau, and various state and 
local services. 

Answers to the question of how 
amounts of gifts are determined revealed 
even less clarity and standardization. 
Most relate the amount in some way to 
the total number of employees. Responsi- 
bility felt toward an organization is the 
usual yardstick. By and large, if direct 
benefits to the company, employees, and 
the community are evident, the donations 
are larger. As in the selection of causes 
to be helped, the amount donated each 
year is often the same. 

The survey indicates that many com- 
panies still have no definite intelligent 
policy for corporate giving. But there 
are some hopeful signs. There is grow- 
ing recognition among management ex- 
ecutives of the public relations obliga- 
tions, responsibilities, opportunities, and 
impact of this activity. Wider use of 
standing committees is developing (al- 
though broader representation is still 
needed). Cooperation among companies 
in small communities and availability of 
sound advice from impartial agencies are 
reducing fear of rackets. On the whole, 
however, the answers to “Which causes 
to support?” and “How much to give?” 
reflect considerable confusion. 


—Public Relations News (815 Park Avenue, New York 21, N.Y.), March 26, 1951. 
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PROBLEM FOR THE FRONT OFFICE. Fortune, May, 
1951. Isolated atop his particular pyramid, 
— by the symbols of office, the Executive 
has become as much a prisoner of “the System™ 
as those below. How can he tune in on the 
grapevine? Why doesn't anybody tell him any- 
thing? This article examines one of the most 
baffling problems of management: executive 
communication. 


THE MATHEMATICS OF BIG AND LITTLE BUSI- 
NESS. By John Q. Stewart. Public Relations 
Journal, April, 1931. The new discipline of 
social physics examines instances of free com- 
petition. (Social physics, a comparatively new 
science, is defined as “description of human 
relations in a mathematical manner, with stress 
on physical factors,” for example, the num- 
bers of people, their distances apart, the 
amount of social matériel, and the extent to 
which individuals are “charged” with desires 
which can be neutralized by satisfactions.) 


INDUSTRY'S INVISIBLE EMPLOYEES. By Jane Stew- 
art and John B. Dempsey II. Group Attitudes 
Development Corporation, 500 Fifth Avenue, 
New York 18, N. Y. Presents the findings of a 
research project undertaken to determine the 
degree and extent of the influence which the 
wives of industrial employees exert upon their 
husbands’ work patterns and economic think- 
ing. The study reveals not only that the wife 
has considerable influence but also that manage- 
ment will receive substantial benefits from keep- 
ing her informed on company policies. 


OUR TWO MAJOR NATIONAL PROBLEMS. By John 
M. Hancock. The Commercial and Financial 
Chronicle, April 19, 1951. The need for na- 
tional preparedness and the threat of continued 
inflation are two major problems facing us 
today, according to the author. He believes 
that greater production, which must come from 
longer work hours and increased man-hour 
output, is the solution to the first problem, and 
that a cut in government wastefulness would 
help to solve the second. 


HOW TO LICK YOUR MANPOWER PROBLEM. By 
Austin M. Fisher. The Glass Packer, February, 
1951. A management expert describes a pro- 
gram for handling manpower problems in the 
mobilization period, which includes staff survey, 
job analysis, training, and recruiting. Mr. 
isher believes that communications are the nub 
of the recruitment problem. 
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WHAT NEXT, MR. BUSINESS MAN? By Sumner 
H. Slichter. The Commercial and Financial 
Chronicle, April 26, 1951. Pointing out that 
the present inflationary lull marks a transition 
from a phase in which increased buying came 
principally from business, to one in which in- 
creased buying will come from government 
and consumers, Professor Slichter urges restric- 
tion on bank credit and severe cuts in non- 
defense spending. He recommends that cor- 
orations cut down dividends, but foresees 
ittle likelihood of holding down wage pay- 
ments and suggests that the income tax be 
used to curb this inflationary pressure. 


CONTROLS—AND YOU. Governmental Affairs: 
Legislative Daily, May 15, 1951. The basic 
question—whether to control inflation by wage, 
price, and rent controls or by cutting govern- 
ment expenditures, raising taxes, and tighten- 
ing credit—is discussed here in detail. This 
special report examines proposals for controls 
in all the major fields from the standpoint of 
their enforceability without damage to our free 
market economy. ¥ 


USE OF OPINION RESEARCH. By Leo Boge 
Harvard Business Review, March 1951. 
author discusses methods for probing pub 
opinion, illustrates his points with specific fing 
ings about attitudes toward individual con 
panies, and considers examples of company at- 
tion in response to survey results. x 


THE PROBLEM OF ECONOMIC INSTABILITY. 
Emile Despres, Milton Friedman, Albert 
Hart, Paul A. Samuelson, and Donald 
Wallace. American Economic Review, Val. 
XL, No. 4. This report is a summary of 
basic facts and an analysis of the problems 
how to assure steady and stable pros 
and prevent inflation. The general con 
sions are that cumulative wage-price spi 
destroy economic stability, and that the 
of maintaining stable prosperity will be gre 
assisted if a way can found to com 
a steady and gradual upward trend in mo 
wage rates, corresponding to the average o 
all growth in productivity, with a conside 
degree of flexibility in the prices of parti 
goods. 


IS THERE AN “AMERICAN STANDARD OF WA 
Fortune, May, 1951. In an era of cutbacks @ 
shortages, a good industrial conservation p 
can spell the difference between a profitable 
ume of output and crippled production sched- 
ules. Here is a report on various approaches to 
the saving of critical materials. 
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GRIEVANCES IN THE OFFICE-FACTORY RELATIONSHIP 


C ompanies WHosE oFFices adjoin their 
plants should keep alert for white-collar 
grievances resulting from close relation- 
ship with production workers. 

Loss of traditional privileges, such as 
early closing on hot or stormy days, long 
week-ends when a roving holiday permits, 
freedom to report late or depart early, is 
mourned in many such offices—and the 
blame is usually placed on the shop. 

Pay is a basic office grievance. Clerical 
people usually feel lower paid than the 

actory workers, especially where there is 
incentive plan. Another office gripe 
this realm is the way office pay tends 
follow the pattern of the shop with 
gth-of-service increases and general 
y-hikes doing for all. This deprives of- 
employees of the satisfaction which 
es from being rewarded for better 
k. 

lary stabilization pours oil on the 
es by providing that where adjust- 
ménts are allowed to union employees, 
same can be granted to office and 
er non-production employees if the 
ice is common. Unfortunately, many 
which have formal salary classifica- 
schedules in the plant have none in 
fice. The only way to overcome this 
em is to evaluate all office jobs and 

set Up formal salary classifications. 

Days off are a bone of contention. 

tn the office adjoins the shop, clerical 
hls vacations, and time off tend to 
be limited to the same occasions granted 
in the union contract. 

Promotion from within is another diffi- 
culty. Because of seniority, most factory 
promotions are made from within, but 
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this is not generally true in the office. 
The manager who automatically promotes 
the mechanic, second grade, to fill a first- 
grade vacancy cannot be counted on to 
promote his chief accountant to controller. 
Management's tendency is to bring in 
outsiders to take over top white-collar 
jobs. Office people are aware of this and 
wonder why there is one rule for them, 
another for the production staff. 


Grievance procedure is lacking. The 
plant usually has a formal grievance pro- 
cedure, while office people are supposed 
to be free to take their complaints direct 
to the boss—which few of them do. Of- 
fice grievances seem worse than those in 
the plant because management trains fac- 
tory foremen in human relations. But the 
office manager, controller, credit manager, 
and other white-collar department heads 
seldom receive such training. 


Communications are faulty, too. A 
common complaint expressed by office 
people is that they “hear about things” 
long after the shop. Communications be- 
tween management and the factory work- 
ers are often keyed up to the highest 
pitch—while there may be little, or none 
at all, between management and the 
clerks. 


Parking problems lead to much dissat- 
isfaction. Owing to changing shifts, pro- 
duction employees frequently clock-in a 
half-hour or more before the office staff. 
Naturally, they lionize the parking lot. 
The only sound solution is to expand the 
parking facilities. 

In general, the main thing wrong with 
the office-factory relationship is the “hurt” 
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feeling so many white-collar people have 
regarding their vanished superiority over 
the men and women who wear overalls. 
They feel neglected by the management 
and have nobody to “act tough” in their 


behalf. The situation can be corrected, 
case histories prove, by correcting valid 
grievances and by giving office employees 
a higher sense of participation in depart- 
mental and company affairs. 


—Management and People Newsletter (Fisher and Rudge), April 6, 1941. 


UNNECESSARY PRECISION 


Because ABSOLUTE ACCURACY has often 
been a fetish, we are inclined to overlook 
the fact that some of our jobs do not de- 
mand precision. Much valuable time may 
be saved in arriving at approximate re- 
sults which are just as useful and are 
obtained with the least possible expendi- 
ture of time. 

The preparation of governmental re- 
ports—federal, state, and municipal—is a 
fertile field for time-saving and cost re- 
duction. When called upon to prepare 
one of these reports, we should ask our- 
selves, “What use will be made of the 
information?” If, for instance, it is a 
periodical report on manufacturing pro- 
duction, which will be added to similar 
figures from many thousands of other 
manufacturers to arrive at a national total, 
then obviously a reasonable approxima- 
tion of our figures will be sufficient, un- 
less we are one of the very large corpora- 
tions. 

Frequent inquiries from credit agencies 
regarding our credit experience with cus- 
tomers can occupy considerable time, most 
of it unnecessary. Since we realize that 
the inquirer wants to know whether the 
customer is dependable or otherwise, we 
frequently need only rely on our mem- 
ory; we do not have to look up the ledger 
sheet at all. A job that might easily re- 
quire 10 minutes of our time can thus be 
accomplished satisfactorily to all concern- 
ed in little more than 10 seconds. 


BOOSTS OFFICE COSTS 


It has been stated by competent authori- 
ties that 50 per cent of all office opera- 
tions are used to check someone else's 
work. Here is an enormous source of po- 
tential waste, unless a common-sense at- 
titude is applied to the problem. Here 
again the question, “How will it be 
used?” will determine whether the job 
should be checked and the degree of 
thoroughness which should be applied. 

How can we combat the unnecessary 
effort that has crept into office procedure 
in recent years? The most effective method 
is to adopt a hard-boiled challenging at- 
titude toward every job as it comes up 
for attention, particularly if it has be 
come frozen into our regular routine over 
a period of years. Reports of long stan@- 
ing prepared for our own executives 
should be particularly suspect. The time 
spent in preparing these and performin 
other, similar office duties far exceeds th 
value of their contribution to effici 
management. At a time when cost 
duction bulks so largely in the thinki 
of management, it would be difficult 
conceive of any better use to which 
powers of persuasion could be put t 
to impress upon our company officials 
importance of eliminating all office re 
and the compilation of statistics where 
value of their benefits cannot be defini 
shown to exceed their cost. In many) 
our offices today, the potential savings 
will surprise even the office managers 
themselves. 


—J. G. Davies. Office Management and Equipment, Vol. 12, No. 2, p. 32:3. 
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Rotating Office Duties Curtails Employee Theft 


WHEN INFORMING MEMBERS of the Rotary Club of Newark, N. J., that they were 
twice as likely to be robbed by an employee than they were of having a fire on their 
premises, Herbert N. Hutchinson, American Surety manager at Newark, recently 
explained six ways of discouraging employee thefts. These were: 

1. Investigate every person who comes into your employ in a position of trust or 
who may later be considered for such a position. 

2. Divide duties and responsibilities so that at least two people are brought into 
every transaction involving sales or purchases, billing, collections, accounting, in- 
ventory, etc. For instance, the person who computes the payroll should not make 
the distribution; the person who approves bills for payment should not be the one 
who draws checks or enters the item in the books. 


3. Separate the jobs of cashier and bookkeeper if at all possible, and if you can't 
do that, send bills out occasionally when your cashier-bookkeeper is on vacation. 


4. Practice at least occasional rotation of duties even if only at vacation time. A 
perfect attendance record and no vacations is one of the best ways for the defaulter 
to keep his operations covered. 


5. Use a C.P.A. not only to make up your financial statement and your tax returns 
but to go over your books regularly and at unexpected times. Take his advice about 
safeguarding methods. Every business concern needs his services. 

6. Finally, after you have done all you can to prevent stealing, call in your 
insurance agent or broker and put it up to him to see that you have adequate bonds 
to reimburse you for such losses, should they occur. 

—The Casualty Insuror 4/51 


“Certified Secretaries’’ Soon to Be Available 


IN A MATTER OF MONTHS, business executives will be able to hire a secretary and 
be guaranteed beforehand that she is “certified” and a full-fledged professional. 

This spring secretaries all over the country can make application for tests which 
— if they pass—will give them the title of Certified Professional Secretary bestowed 
by the National Secretaries Association, which is sponsoring the program and is 
now making arrangements for test centers to be set up in all parts of the country 
in August. Since each applicant must be carefully screened beforehand, secretaries 
who aspire to the CPS title will have to apply between April 15 and July 1 for 
the August examinations. 

Emphasizing actual secretarial experience, qualifications for taking the tests require 
the applicant to be over 21; have four years experience if she is a high school, 
business school, or junior college graduate; three years experience if she is a college 
graduate with secretarial training; and seven years experience for those who have 
not been graduated from high school. 

The tests will cover techniques and basic knowledge of the various phases of 
secretaryship. Skill in shorthand, grammar, spelling, composition, and appearance 
of transcript will, of course, be part of the exams but, in addition, they will include 

' secretarial accounting; general secretarial and office procedures; general principles 
’ of business administration; business law; and (a very important part of the tests) 
_ personality qualifications—ability to meet personal relations situations and to work 
_ with others. 
The examinations are under the supervision of the Institute for Certifying Pro- 
’ fessional Secretaries—headed by Dr. Irene Place of the University of Michigan— 
an organization composed of representatives from business, business education, and 
the National Secretaries Association. 

Applications for taking the tests are being made to Miss Dorothy Bentley, 
Committee on Qualifications, 611 West Ottawa Street, Lansing, Michigan, and 
a small fee to cover expenses is required upon applying for and taking the tests. 
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OFFICE MANAGERS IN A CONFUSED WORLD 


Qrrice MANAGERS live in a world of 
confusion. There is confusion in world 
and national events. Confusion exists 
within the organization they serve. And 
much of this confusion gets dumped right 
into the lap of the office executive. 

The dual role of the office manager is a 
sufficient cause for confusion. On one 
hand, he is expected to serve in a staff 
capacity; on the other, he is expected to 
be a line manager. As a staff man, he is 
made up of a composite of alter egos 
whose raison d'etre is to serve the line 
departments, but as a line man he has 
direct responsibilities and authorities. 


Another cause of confusion stems from 
top management. The two goals of effi- 
ciency and job satisfaction set by manage- 
ment illustrate the possibility of conflict 
in goals, for practices that lead to one 
may interfere with the attainment of the 
other. (For example, granting two half- 


hour rest periods daily might increase job 
satisfaction and might also lead to a de- 
cline in efficiency.) The problem is fur- 
ther complicated when there are many 
more than two goals and when the reality 
of these goals is so often questionable. 


The many seemingly self-evident truths 
about how to do business may also breed 
much of the confusion that surrounds our 
American offices. One such “truth” states 
that office employees are different from 
shop employees and should, therefore, be 
handled differently. It is much more like- 
ly, however, that similar groups of indi- 
viduals (those with the same personal and 
personality characteristics) should be 
treated alike rather than typed as office 
or shop employees. 

All the above may be rebutted by say- 
ing, “ “The proof of the pudding is in the 
eating.” Despite our defects, we outpro- 


duce any other nation in the world.” 
But the fact remains that we can't rest 
on past or present laurels. The demands 
of the future are compelling and urgent. 
We must continue our dominance in pro- 
duction and, if possible, exceed our pres- 
ent enviable record. 

How to do this is a moot question. 
Here again we find confusion. Though it 
is frequently stated that we outproduce 
the world because of our greater engineer- 
ing ability, it is most likely that our su- 
periority stems from superior manpower 
management in the framework of a free 
enterprise price system, with free consum- 
er choice, freedom to change jobs, politi- 
cal freedom, personal freedom, and the 
entire social climate that we call the 
American way of life. 

The shortcomings in our human rela 
tions evidenced by job dissatisfacti 
grievances, turnover, absenteeism, and 
duced employee productivity are a fu 
er cause of confusion. This situation 
the result of lack of knowledge of 
ployee relations, which, in turn, at 
major cause—lack of industrial mint 
research. 

For many office managers this situatig 
will be met by “leaving well eno 
alone.” To others, however, it may 
resent a challenge to help eliminate 
fects in our human relations. To do 
we need a vast expansion of indust 
relations research and office managers 
recognize this simple but vital fact. 
need office managers who will be 
dogmatic and more open-minded. A 
all, we need office managers who om 
stand up to such convictions Tbe 
will accept the responsibilities bas 
thinkers at a time when thinkers are not 
popular but are needed as much as at any 
time in the world’s history. 


—Hersert G. HENEMAN, Jr. The Office Economist, Vol. XXXIII, No. 2, p. 8:4. 
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PROTECTING RECORDS IN WARTIME 


British BusINEss HOUSES were found 
much farther advanced than American 
firms in planning for the wartime prob- 
lem of record protection, according to a 
study recently completed by the Confer- 
ence Board. 

In its sample of 200 American firms, 
over 90 per cent expressed concern over 
the problem. More than two-thirds rec- 
ognized that their present program would 
be inadequate under wartime conditions. 
Approximately 75 per cent reported that 
they are actively engaged in developing 
some kind of program. 

On the other hand, every English firm 
visited by Board researchers has plans for 
protecting its records. The British also 
srecognize that practices which were suc- 

ssful during World War II may prove 

ufficient to protect records during an 
omic attack. 

The following are some of the conclu- 

ns offered by firms participating in the 

dy: First, it is almost useless to resur- 

t American World War II practices as 

y are no longer applicable to the pres- 

t situation. Second, while in many in- 
stances emergency action is called for, a 

tily devised program may prove exor- 
bitant and perhaps useless. Sound and 
ec@nomic protection of vital records re- 
quires careful planning. Third, some of 
the) records which American companies 
have vaulted for years are nearly worth- 
lessj while others that are stacked on open 
shelves or left lying about in offices, draft- 


ing rooms, and factories would be irre- 
placeable and priceless if the business had 
to be reconstructed. Finally, a good rec- 
ord-protection program can simplify busi- 
ness procedures and reduce costs by forc- 
ing a review of current record-making and 
record-retention habits. 

Two basic considerations emerged from 

the study. These are, “What to protect?” 
and “How to protect?” It was agreed that 
protecting too many records is “costly, 
cumbersome and disruptive.” Protecting 
too few or the wrong ones, on the other 
hand, “defeats the purpose of the pro- 
gram.” 
Some of the suggestions offered are: ap- 
point a top-level management committee 
to make the decisions; think in terms of 
what is absolutely necessary for getting 
back into operation, not in terms of what 
you would like to have; remember that re- 
construction will have to be done under 
emergency conditions, so keep the pro- 
gram simple and uncluttered by needless 
records and systems. 

Some of the recommendations on how 
to protect records in wartime are as fol- 
lows: If the essential record can be con- 
veniently duplicated, a copy should be 
stored far enough away from the original 
to preclude simultaneous loss. If a vital 
record cannot be duplicated, it should be 
kept in a fireproof vault at all times when 
not in use. Adopt a long-range program 
instead of a crisis-to-crisis program. The 
latter is expensive and alarming to the 
staff. 


PLANNED OFFICE LAYOUT KEY TO LOWER COSTS 


© rrice Layout is highly important to 
office management, for it is closely related 
to business efficiency. An attractive and 
well-planned office will not only save time, 
effort, space, and money, but will reflect 
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in the attitude and enthusiasm of your 
workers and help to attract high caliber 
young men and women into your organi- 
zation. 

The following principles can serve as a 
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guide for utilizing space as effectively as 
possible: (1) Wherever possible, some 
space within each company, possibly on 
each floor, should remain unassigned in 
order to provide for subsequent space ad- 
justments. (2) Where work flow per- 
mits, small divisions or bureaus should 
be located between large divisions or bu- 
reaus. This will facilitate and reduce the 
cost of subsequent adjustments and ex- 
pansions. (3) Private offices should be 
arranged so that the occupant faces in 
the general direction of the office en- 
trance. (4) Single functional desks should 
be used in private offices rather than desk 
and table combinations. (5) Occupants of 
open or clerical areas should generally 
face the core of the building. (6) File 
cabinets and other suitable furaiture 
should be used to separate or segregate 
clerical activities in lieu of partitions 
wherever possible. (7) Desks in clerical 
areas should be spaced a maximum of six 
feet between leading edgcs. (8) Maximum 
aisles between rows of desks should be 
three feet wide. Main traffic aisles be- 
tween rows of desks may be increased to 
3% feet. (9) Maximum aisles between 
rows of desks and rows of active file 
cases should be 44% feet wide. 

Partitions should be of the movable 


—Larry W. Miter. The Office Executive, March, 1951, p. 14:4. 


Office Employees Take Conducted Plant Tour 


IN MOST COMPANIES, “East is East and West is West and never the twain shall meet,” 
as the old saying goes. In other words, the office and the plant employee each keeps 
to his own bailiwick. The girl in the office who makes out the production orders 
never sees the production line in the plant which is responsible for filling those orders ~ 
and the biller never sees the finished product as it is ready to be shipped. : 
At the Thor Corporation of Chicago, however, it was decided that “East and 


panel type. We have recently observed 
several beautiful installations of corruga- 
ted structural glass for office partitions, 
costing less than wood and plaster con- 
struction. 

The number of doors used should be 
held to a minimum consistent with the 
efficient flow of traffic. Wherever pos- 
sible, doors to private offices should be 
located at the corner of a partition so 
that the door will fold back against the 
adjoining partition. Connecting doors 
between adjoining offices should be 
mounted as near to the entrance partition 
as possible in order to provide long lengths 
of wall for versatility of layout. 

In offices with no windows or with 
windows above the eye level, the feeling 
of claustrophobia can be greatly elimin- 
ated through the use of a large drapery 
along one wall. This gives the impres- 
sion of a curtain covering a window. © 

Better layout and better tools for the 
office can be secured for less than 5 
cent of the fixed expense of space 
salary for one employee over a 10- 
depreciation period. The question ie 
arises as to whether any office can afford 
not to plan for modernization to secure 
the best return on its investment in em- 


ployee salaries and floor space. ; 
, 





West” should meet, so a program of conducted tours for all office employees was j 
set up recently and by now they have been taken on tours of the factory at the 


Cicero (Illinois) plant. 


The tours were conducted in groups of five or six at a time 


until everyone in the office had been through the plant. 


On a twice-a-day schedule, this program took about six weeks. 


All tours were 


led by one of a group of six men selected from the engineering and production de- 


partments for this special assignment. 


Each man so selected was first given a short 


indoctrination course before he tackled his job. 


Why are such tours important? 
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If they do nothing else, they bring home to 





every employee—man or woman, office or plant—that production is each one’s job 
and that neither plant nor office alone can do the whole job. And production is 
one of the nation's toughest jobs today. 

—American Business 4/51 


Complimentary Close on the Way Out 


ALL OF US must have wondered at one time or another what good is really done 
at the end of a business letter by the complimentary close. 

More and more I encounter the question, “Which is best: Very Truly Yours, 
Sincerely Yours, or Cordially?" My answer, of course, has been, “Why use any?” 
Years ago, when I said that, most business folks looked at me suspiciously. But 
they don’t any more, for many companies have already discarded the custom. 

Let us consider “Very Truly Yours.” Is it necessary? No, not if the spirit 
of your letter has been friendly, and the last sentences leave a pleasant reaction 
in’ the reader's mind. Suppose you have closed a letter with, “It is nice to do business 
with a customer as easy to get along with as you are, Mr. Doe.” Is it not a letdown to 
tack on to that, “Very Truly Yours’? How can one businessman say “Very 
Truly Yours” to another and really mean it? Or say the same to a lady when 
the relationship is purely impersonal? 

I think you must agree there is little to be said for the complimentary close. 
Why not drop it? I doubt if one reader in a thousand looks at it anyway. Tell 
your secretary to space four times after the last sentence, then type your name. 


Above it place your signature. It's the modern way. 
4 —L. E. Fratrey in The Bulletin (Office Management of Chicago) 4/51 
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SUMMARIZING THE NEW TRENDS IN OFFICE DU- 

TING. By Kimball Darby. Office Manage- 

and Equipment, April, 1951. An informa- 

tive discussion of methods and machines used 

in ®ffset, photocopying, and continuous contact 

ing. Though great advances have been 

in the development of duplicating equip- 

, civilian offices will oabelll be prevented 

from enjoying the full benefit of these innova- 
tioms because of the defense effort. 


fee TRAINING ON-THE-JOB. By R. L. Lucas. 


P 
m 
m x 


Office Executive, April, 1951. A description of 
the Specific steps in a company on-the-job train- 
ing program on an accelerated or a long-term 
basis. The success of such a program will de- 
peng on the proper selection of instructors. 


THE SIMPLE ART OF READING RIGHT. By M. 
Louise Green. Systems (315 Fourth Ave., 
New York 10, N. Y.), May, 1951. Time and 
motion studies have revealed that when cop 
to be typed is positioned “front and center” 
behind the typewriter, the typist benefits each 
working day at least 2,500 times by avoiding 
the waste motions necessitated by side reading. 
This article describes a system of “forward 
reading” which enabled one company to save 
an average of $79 a year at each of its typing 
stations. 
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IMPROVING THE OFFICE PRODUCT AND OPERA- 
TIONS. By Carl E. Lindquist. N.A.C.A. Bulle- 
tin, May, 1951. The same management princi- 
ples apply to office personnel as to employees in 
the plant. A team composed of a qualified en- 
gineer, an expert in motion study, and an expert 
cost accountant is recommended for the study 
of clerical operations and their cost. The author 
urges industrial accountants to do all they can 
to accelerate scientific management in the office. 


HERE ARE LETTERHEADS THAT KEEP PACE WITH 
MODERN TRENDS. American Business, Vol. 21, 
No. 2, 1951. A valuable summary of the 
important factors to be considered in the selec- 
tion or design of a letterhead. Contains ex- 
hibits of om letterheads which can be 
used to good advantage by any company whose 
letterhead needs modernizing. 


WHEN IS IT PROFITABLE TO BUY AN OFFICE 
MACHINE? By C. I. Keelan. The Office, March, 
1951. The author suggests an arithmetical 
method for eliminating guesswork from the 
process of deciding whether or not it is advis- 
able to purchase an office machine. Even 
though this method may not effect sufficient 
savings to reduce personnel, it may make it 
possible to avoid hiring additional help. 
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HOW YOU ADMINISTER SALARIES GOES DEEP 


So MANY EMPLOYERS put up with an 
unnecessary handicap by not using the 
whole kit of management tools available 
with respect to wages and salaries. This 
kit includes: (1) job evaluation; (2) merit 
or performance rating; (3) written pay 
policies; (4) budgeted salary increases. 
Today, when there’s a special need to 
hold good people and maintain high mo- 
rale, can any management afford not to 
use—or at least thoroughly examine— 
these salary administration methods that 
over and over again have proved their 
worth in practice? 

One might say that salary administra- 
tion reflects a management's way of think- 
ing about management problems. And 
one measure of good management is the 
degree of freedom it gives to executives 
and supervisors in the handling of their 
people. In the salary field, this means that 
department heads should participate ac- 
tively in giving or refusing salary in- 
creases. Regardless of titles, the man who 
has power to give or deny pay increases 
is the boss. Put that power somewhere 
up the line beyond the department head, 
and yéu weaken his authority by just 
that much. 

Supervisors can be turned loose and al- 
lowed to exercise almost complete free- 
dom in awarding or withholding salary 
increases if the following controls are in 
operation: 

1. Every job should have its salary 
range set by a modern plan of job evalua- 
tion: no employee to be paid less than 


the minimum nor more than the maxi- 
mum, except perhaps under the closest 
policy control. 


2. The performance of each employee 
should be rated at intervals. The ratings 
should be made so that employees of one 
department will not suffer in comparison 
with those of another because of the 
temperament or biased outlook of super- 
visors. 

3. Written policies should be followed 
throughout. All department heads should 
have a voice in making the policies origi- 
nally and in their review and revisio 
but, once put down in writing, these po 
cies should be faithfully adhered to. Th 
should also provide for periodic review 
of salaries on a systematic basis. ; 


4. Cash salary increase budgets should 
be allotted to departments, so that supeg- 
visors can always know how much money 
they have for salary increases within 
given period. The department head should 
have freedom of decision within his bud- 
get. 

The size of each department's bud 
will depend on two things: (1) the 
of the department, measured by its cu 
rent payroll in dollars, and (2) the av@ 
age level of salaries in the departmen 
that is, how close to maximum or mifii 
mum the average department salary 
Obviously, you can’t allow as much 
increases in a department where salafies 
are near maximum as where they are 
near minimum. 


—Men and Management (Edward N. Hay and Associates, Inc.), No. 6. 
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DO YOUR SUPERVISORS KNOW WSB RULES? 


Ir your workers don't get the pay boosts 
they want, they'll blame you, not pay con- 
trols—unless they know the score. If the 
supervisor gets the pay hike demands first, 
he should be in a position to set the worker 
straight. Here are the facts he needs: 


1. The kind of increase the worker is 
asking for. Workers asking for a merit 
boost think they can get 10 per cent. They 
can't. That 10 per cent formula applies 
to general, job rate boosts. The difference 
between general raises and the kind the 
worker wants should be explained. 


2. Why a merit or length-of-service in- 
crease can't be given. Individual increases 
you can give are governed by a set of 
strict rules in Regulation No. 5. Super- 

rs should have these rules down pat, 

they're most often involved in em- 
ees’ requests for pay hikes. They can’t 
say “the rules don’t allow it.” They 


t be prepared to elaborate in detail. 


ever, don’t try to teach supervisors 
e rules in Regulation 5. Decide what 
of the Regulation you come under 
and explain the operation of that part to 


Why a job rate increase can’t be 

. A worker may point out that his 

oe rate hasn't gone up 10 per cent since 
Jambary, 1950. The supervisor must ex- 


plain that the 10 per cent ceiling applies 
to the whole group of workers as an av- 
erage. It can’t be done as an individual 
matter. The rules say you have to find 
out whether, on the average, increases of 
10 per cent over January, 1950, pay have 
been given. You are specifically forbidden 
just to add 10 per cent of current pay to 


everybody’s rate. 


4. What you are doing to get approval 
of pay raises if current rules don't allow 
any for your workers. Application for ap- 
proval of increases not at present per- 
mitted without a prior WSB okay can be 
made informally in a letter, setting out all 
the facts. You may have already sent in 
your application, or you may be preparing 
to do so. Supervisors should explain that 
it may take some time before the applica- 
tion is processed. 

5. Why you must obey the rules. There 
will always be some worker who urges vio- 
lation of the rules. Supervisors must point 
out the fallacy of the “nobody will find 
out™ argument. It’s just a matter of time 
before WSB gets its investigation and en- 
forcement machinery in motion. The pen- 
alties are heavy and should be stressed. 
The entire amount of illegally increased 
pay, not just the amount of the increase 
itself, can be disallowed for tax purposes. 


—Labor Report. Research Institute of America, Inc., 292 Madison Avenue, 
New York 17, N. Y., May 2, 1951. 


_ Labor Force Census Reveals Feminine Influx 


| THE RECENTLY PUBLISHED Annual Report on the Labor Force: 1950 shows that 
_ the total labor force in 1950 averaged 64.6 million, only 1.3 million under the 
| 1944 wartime peak. One of the major factors in the increase from 1949's 63.6 
' million was the continuing increase in women workers. 600,000 working wives 
came into the labor force in 1950, bringing the total of married women to 8/4 
million out of the 18.7 million women in the labor force. Married women in the 


middle and older age groups were primarily responsible for this increase. 


The 


perticipation rate for married women 45 years of age and over actually exceeded 


the 1944 wartime peak. 


—For Your Information (Edwin Shields Hewitt and Associates, Chicago, Ill.) 4/51 
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Opinion Polling—Iinvaluable Pre-Negotiation Aid 


THE GAP between specific union demands and the things employees actually want 
can be tremendous. If you know about such differences before you start to bargain, 
you are in a strategic position to influence the final outcome. 

Surveys help management spot danger signals. To cite one recent example, an 
attitude survey uncovered an attempt to disgruntle employees over a manufactured 
issue. When research began, only 15 per cent of the workers volunteered comments 
to the effect that the work load was excessive. The sentiment was echoed by ap- 
proximately 10 per cent of the non-employees questioned about the company. Three 
weeks later, the non-employee percentage remained steady, but employee complaints 
on the work-load score shot up to 39 per cent. The reason? The union, finding 
that people were not excited about a wage increase, had instructed the stewards to 
focus on the work load as a grievance and promise that the union would correct the 
situation in the new contract. 

Polls reveal the efficacy of communications. For example, on the question, “How 
do people make out as far as their pay is concerned?” the findings were 17 per cent 
“excellent or very good,” and 38 per cent “fair or reasonable.” The company there- 
upon mailed a booklet about the competitive wage position to its more than 10,000 
employees and used the same information in a radio campaign and in newspaper 
advertising. As a result, while “fair or reasonable” remained unchanged, “excellent 
or very good” went up to 38 per cent—more than doubled. The findings were 
based on over 1,000 interviews. 

In short, whether it be communications or bargaining, once you know what gaps 
in knowledge exist, you can take steps to fill them with correct and favorable 


information. 
—Management and People Newsletter (Fisher and Rudge) 4/6/51 


The Man You Can‘t Get Along Without 


IN ALMOST EVERY ORGANIZATION, there is at least one man who is convinced that 
the business cannot get along without him. He inflates his own importance, without 
being aware of what he has done to himself. How to deflate such a man without 
hurting him is a problem. 

The head of a West Coast gravel company had such a man. The owner said 
to him, “Bill, you are the best superintendent we've had, and I'm giving you a 
vacation on full pay.” 

Bill was delighted. “For how long?” he asked. 

“There's no time limit. You can stay away until you are sure the business can 
no longer get along without you.” 

Bill went off on his vacation, expecting to be called back soon. But days and 
weeks passed. There was no call from the office. Then Bill woke up. He returned 
to his job, considerably humbled. He had learned what all men need to learn— 
that no man is indispensable to any business. 

—The Bulletin (Office Management Association of Chicago) 4/51 


Booklet Service 


OFFICE AND FACTORY as well as distribution and telephone equipment installing 
employees among the Western Electric Company's 70,000 workers are voluntarily 
picking up as many as 50,000 booklets a week from 550 strategically located racks 
in the company’s 13 manufacturing plants and in other locations. 
The pamphlets, presenting company-prepared and outside material, are used as an © 
additional means of communication between management and workers. About one- 
third of the pamphlets deal with company subjects. Pamphlets likewise are distributed 
with the intention of developing the employee's economic education, including such 
subjects as the importance of free enterprise. Other brochures embrace first aid, 
health, hobbies, sports, home management, cooking, home decoration, family rela- 


tionships, and so on. 
—Dun’s Review 2/51 
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COST-OF-LIVING PROVISIONS IN UNION CONTRACTS 


Cranczs in consuMER PRICES now af- 
fect the size of the pay envelope of more 
than 2,700,000 workers, according to the 
Conference Board. 

Most of the workers covered by cost- 
of-living contracts are concentrated in five 
industries. The largest group are the one 
million non-operating railroad employees 
that came under a union contract signed 
March 1, 1951, gearing wages to cost of 
living. Automobiles and parts account for 
757,000 workers; electrical machinery and 
equipment, 163,000; machinery and ma- 
chine tools, 134,000; and building con- 
struction, 120,000. These figures include 
not only workers covered by union con- 
tracts, but those non-union office person- 
nel whose pay is raised at the same time 
ag the production worker. ; 

“More than a million of the workers are 
in the CIO. With the inclusion of the 

fently-signed railroad contracts for non- 
operating workers, the AFL total is now 
clése to one million. 

In union coverage, the UAW-CIO 
stands out: 818,834 employees are cov- 

by UAW contracts in the automo- 

tiv, aircraft, machinery and other indus- 

triés. The IUE-CIO is another stand-out 

union in terms of cost-of-living contracts 

otiated: 168,921 employees are cov- 
by its agreements. 

Most frequently, according to the 
study, wage changes are geared to a pre- 
arranged formula. The formulas used in 
89 Contracts signed since June 1, 1950, 
vary from one cent for each one point 
chafige in the consumers’ price index to 
one cent for each 1.67 point change in the 
index. The dominant formula is that in 
the GM contract—1 cent for 1.14 points. 
It is used in two-thirds (59) of the 89 
escalator contracts analyzed. Quarterly 
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adjustments are called for in 73 of these 
89 escalator contracts. 

The pros and cons of escalator clauses 
as given by various economists follow: 

Pros. (1) Escalator clauses adjust wages 
to prices quickly in a period of rapid up- 
ward price changes. (2) Cost-of-living 
allowances, coupled with annual improve- 
ment factors compensating for produc- 
tivity, yield higher real wages each year, 
thereby expanding purchasing power in 
the market. (3) Cost-of-living adjustments 
remove the purchasing power argument 
from collective bargaining, thereby allow- 
ing the parties to concentrate on other 
wage criteria. Among these are ability to 
pay, productivity, budget studies, wages 
paid for comparable jobs in other indus- 
tries, and, increasingly today, the reper- 
cussions upon the national economy of an 
additional wage increase. (4) Business 
fares well under a rising price level and 
so does labor. (5) If the supply of labor 
is tight, cost-of-living wage increases, par- 
ticularly if made on a quarterly basis, en- 
able the employer to retain labor. It also 
is a means of gaining a long-term wage 
agreement and thereby insures stable em- 
ployee relations. 

Cons. (1) Escalator clauses encourage 
inflation through the wage-price spiral. 
(2) Cost-of-living clauses protect only one 
sector of the population—the wage 
earners. They leave unprotected those with 
fixed incomes—white collar workers, the 
clergy, educators, and similar groups. (3) 
Wages are dynamic, and are subject to 
many forces. A cost-of-living adjustment 
is a one-way street. It works only on the 
upswing. Historically, it has never worked 
on the downswing. (4) The use of cost 
of living as a standard for fixing wage 
rates is a bad social policy. It puts the 
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worker on a treadmill by tying him to a 
fixed standard. (5) Cost-of-living adjust- 
ments ignore the wage-paying capacity of 
individual industries. Industry as 3 whole 
may be able to bear a cost-of-living in- 
crease. But not every industry is expand- 


ing to the same degree, and not every firm 
in a given industry is earning the average 
profit of its industry. The prosperity of 
different industries fluctuates widely and 
to peg all of them to the same cost-of- 
living index creates hardships. 


IMPACT OF DEFENSE PROGRAM ON JOB OUTLOOK 


THE DEFENSE PROGRAM has greatly 
changed the general employment outlook 
during recent months. In occupation after 
occupation, the demand for workers has 
risen sharply; and it is likely that the 
labor market will continue to be gen- 
erally favorable to job seekers, at least as 
long as mobilization continues. However, 
both the present employment situation and 
future employment prospects vary among 
occupations. The following paragraphs 
illustrate the effects of the defense pro- 
gram on opportunities in different fields 
and on long-run employment trends in 
these fields. 

Engineering. Employment prospects for 
new graduates have improved greatly 
since early 1950. The mobilization pro- 
gram has increased the demand for engi- 
neers so much that employers are now 
seeking additional personnel, even though 
the engineering schools’ 1950 graduating 
class reached a record of over 52,000. 
Moreover, the number of freshman engi- 
neering students has been declining since 
1946, and, as a result, the number of 
graduates will decrease over the next sev- 
eral years to about 17,000 in 1954. This 
is less than the number of new graduates 
needed each year to satisfy the average 
peacetime demand. Also, the drop in 
engineering enrollments will be intensi- 
fied to the extent that students are with- 
drawn for military service. 


Accounting. The surplus of new gradu- 
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ates in accounting which existed early 
last summer has been much reduced. 
Private industry has recruited many ac- 
counting graduates to handle increased 
industrial accounting work arising from 
the changeover from civilian to military 
production, as well as to fill junior ad- 
ministrative posts. There has been a par- 
ticularly rapid increase in the demand for 
cost accountants, and opportunities for 
graduates with such training should be 
good. The long-run outlook is for com 
tinued slow growth in the profession as 
a whole. 

Personnel Work. Though the outldi 
in the immediate future in most profés- 
sions is one of increasing employment 
opportunities and decreasing competition, 
the picture is not so clear-cut in a few 
fields. It may be difficult for inexperienced 
people to enter personnel work; best @p- 
portunities will be with rapidly expanding 
defense industries. 

Skilled metal-working occupations. As 
a result of the mobilization prog 
skilled workers such as tool and 
makers, machinists, and molders will 
in great demand in the next couple: f 
years. 

Office occupations. 


It will be :% 
tively easy to get clerical positions in 
the near future. The strong competi 

for jobs which existed in many cl 

occupations in the first half of 1950 is 
being reduced quickly. Employers are 
again faced with the problem of high 
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labor turnover rates as relatively low- 
paid office workers move into better- 
paying jobs. Opportunities for new high- 
school graduates will be much better this 
spring than last. Well-trained stenogra- 
phers and typists are and will continue 
to be in especially great demand. 

Sales and service occupations. Though 


the result of defense activities, there are 
several, such as the sales and service occu- 
pations, in which employment will stay 
near present levels. However, these will 
provide a growing number of job open- 
ings in the next several years. Since earn- 
ings in these occupations are low rela- 
tive to those in defense jobs, such posi- 


many occupations will increase in size as tions have a higher rate of turnover. 


—Occupational Outlook Summary (Bureau of Labor Statistics, 
U. S. Department of Labor), March 26, 1951. 


Premiurn Pay Practices in Private Industry 


THE PUBLICATION of a study summarizing available information on practices in 
American industry with regard to premium pay for overtime, nightwork, and pay 
for Sundays and holidays was announced recently by the Labor Department's 
Bureau of Labor Statistics. 

The new report, which presents detailed analyses of existing practices in selected 
industries is based on a survey of collective bargaining agreements in force between 
employers and workers, as well as special tabulations for eight industries, which 
were included for the purpose of extending coverage in the study to office workers 
and non-union establishments. 

Overtime pay at the rate of time-and-one-half after 40 hours a week has been 
the predominant practice in recent years, although only about half of the wage and 
salary workers in private industry and agriculture were covered by the overtime 
provisions of the Fair Labor Standards Act. Premium pay for work on holidays 
and Sundays was almost universal, the most common rate being double time. 


Single copies of Premium Pay Practices in Private Industry may be obtained from 
the New York Regional Office, Bureau of Labor Statistics, 341 Ninth Ave., New 
York 1, N. Y. 


New Organization to Evaluate Industrial Medical Services 


THE AMERICAN FOUNDATION OF OCCUPATIONAL HEALTH took over on May 1 the 
' evaluation and approval of medical services in industry which had been con- 
_ ducted by the American College of Surgeons for the past 20 years. The Foundation 
_ is setting up a board of governors, including representatives from industry, to 
' guide them in the new project. 
The Foundation’s trustees propose to continue the same type of plant evaluation 
' and approval that the American College of Surgeons has conducted, and to expand 
» this service if and when additional funds become available. On its last approved 
~ list of medical services in industry, published on December 31, 1950, the College 
_ includes the names of 1,459 industrial establishments, 63 per cent of the 2,293 
; plants representing over 6,045,000 employees, which had been surveyed. 


’ THERE ARE 25 times as many pension and profit-sharing plans in this country today 
as there were 10 years ago. The year 1940 saw 695 recognized plans in operation. 
Since then, the number has passed the 15,000 mark. 


—Scope (Personnel and Industrial Relations Association, Inc., Los Angeles, Calif.) 3/51 
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A NUTRITION PROGRAM FOR EMPLOYEE HEALTH 


AND MORALE 


W naar we zat influences our physical 
and mental health, how long and how 
well we will live, how efficiently we work, 
and how happy we are in our contacts 
with others. Recognizing this, Eastman 
Kodak Company has, during the past 28 
years, continuously expanded and devel- 
oped its nutrition program, which now 
includes a nutrition education program, 
the counseling of cafeteria managers, and 
a course in industrial nutrition for dietetic 
interns. 

Individual counseling with the em- 
ployees on any subject pertaining to food 
and nutrition is the major emphasis of 
the nutrition education program. Moti- 
vation for action in solving dietary prob- 
lems is provided by the dietitian during 
the consultation; then, by requesting fre- 
quent return visits for a follow-up, she 
continuously stimulates the employee to 
follow the advice given. The evaluation 
of the meals chosen by the employee over 
a period of a week and the preparation 
of weight graphs also stimulate interest in 
following the instructions given. 

The nutrition director and her assist- 
ants have, in addition, evaluated hun- 
dreds of educational leaflets in order to 
make the best available on racks in medi- 
cal department waiting rooms and in 
connection with exhibits. 


Perhaps the most effective medium for 


getting good nutrition information to the 
families of employees is through the week- 
ly newspaper which is mailed directly to 
their homes. Feature articles are pre- 
pared from time to time, and the nutri- 
tion director has a weekly question and 
answer column which has been well ac- 
cepted. 

As part of the visual education pro- 
gram, posters are selected and exhibits 
planned and set up in the cafeterias and 
medical departments of all plants. The 
exhibits are of three types—general nu- 
trition, seasonal, and those related to spe- 
cial local or national campaigns. 

However, a nutrition education program 
alone cannot be completely effective. 
Good nutritious food, properly prepafed 
and served, must be made available to 
the employee through in-plant feeding’ at 
reasonable cost, and he must be given the 
time and opportunity to take advantage 
of it. Offering the employee a complete 
plate lunch is an excellent method of gell- 
ing good nutrition. By educating the ¢m- 
ployee to the nutritional as well as to the 
economical value of the plate meal, 3 
having it palatable and attractive, much 
can be done to change his food habitg, 
1944, a spot check showed that 62 
cent of the workers chose an adeqw 
meal. This was an increase of 88 per € 
over the number in 1942 when the 
meal was not offered. 


—Wintress DALBEY Murray. Industrial Health Monthly, May, 1951, p. 79:2. 
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EVERY YEAR since 1947, about 1!4, million more workers are added to those covered 
by health programs under collective bargaining agreements, reports John M. Brumm 


® 


t 
i 


in a recently revised bulletin issued by the Institute of Labor and Industrial Rela- 


tions of the University of Illinois. 


From about 1!4 million workers in 1947, the 


number covered has risen to more than 7 million. 
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PREPARING EMPLOYEES FOR RETIREMENT 


FREcOGNIZING THE DESIRABILITY of pre- 
paring employees for fruitful and enjoy- 
able retirement, a number of corporations 
have established carefully planned pro- 
grams to accomplish this objective. The 
following is a brief summary of employee 
pre-retirement procedures which have been 
found to be effective. 


Data pertinent to his retirement can 
be given and the employee's questions 
answered in a series of conferences be- 
tween the company’s personnel officer (or 
other qualified executive) and the pros- 
pective retiree. The first conference in 
such a series is frequently set for the date 
on which the worker has attained a vested 
right under the retirement plan or on 
some particular anniversary of his em- 
jloyment. Follow-up conferences are then 

d, usually at intervals leading up to the 

meeting approximately six months be- 

actual retirement. Though the pros- 

ive retiree will not be entirely unin- 

ed about his financial status if the 

pany has followed the practice of giv- 

all its employees periodic reports on 

ir retirement credits to date, in these 

erences, the Personnel Department 

provide him with the estimated 

nt of his retirement income and ap- 

imate Social Security benefits. Here, 

is the opportunity to encourage per- 

thrift in order to provide extra post- 

retifement income and to reduce or pay 

off any existing financial obligations. For 

this’ purpose, specially prepared budget 
sheets may be provided. 

conferences, conducted in an in- 


telligent, helpful and friendly manner, 
can em at least three worthwhile 


objectives: (1) The retiring employee be- 
comes fully aware of what his financial 
situation will be; (2) his concern at being 
relieved of his duties is supplanted by 
pride and a sense of accomplishment; (3) 
he will take on more willingly, if he has 
been in a supervisory capacity, the respon- 
sibility for training his successor. 

With the exception of those employees 
—usually few in number—who have de- 
finite plans for their post-retirement years, 
most pensioners need help in determining 
their activities. Knowledge of such prac- 
tical items as part-time employment op- 
portunities, localities where living costs 
are moderate and climate is favorable, and 
availability of inexpensive recreation facil- 
ities should be part of the Personnel 
Director's practical working kit. He 
should also be able to point out the satis- 
factions that lie in the many fields of 
community service—in church work, in 
political and civic organizations, and in 
various forms of social services. For lei- 
sure-time activity, a personal hobby can 
become an absorbing occupation. Em- 
ployers can also encourage pensioners by 
providing facilities for meetings and in- 
struction. 

Recently, in many parts of the country, 
clubs have been organized for older peo- 
ple. The Personnel Director could point 
out that these offer, in addition to in- 
creased opportunities for companionship, a 
chance to pool hobby interests and to take 
over a larger share of community service 
projects. Then, too, in many localities 
there is an expanding recognition of the 
stimulating aspects of adult education for 
people whose youthful educational oppor- 
tunities were limited. 


—The TPF@&C Letter (Towers, Perrin, Forster, and Crosby, Inc., 
12 South 12th Street, Philadelphia 7, Penna.), April, 1951. 
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Appraising Personnel: Does Ability Grow with Experience? 


THE MORE experienced a personnel manager is, the less likely is he to judge job 
applicants and their attitudes correctly. This was the conclusion arrived at by 
the late Karl Wedell, former director of the University of Wisconsin's Bureau of 
Industrial Psychology after a series of interviews at a large Wisconsin chemical 
company. 

A group of University of Wisconsin psychologists, selected for their variety of 
experience at industrial interviewing and training, interviewed 200 employees of the 
company to determine degree of job satisfaction and the employee's opinion of the 
company. The level of job satisfaction was then estimated by the interviewer and 
compared with the result obtained from a written questionnaire and from the 
employee's own opinion of his degree of satisfaction at working for the company. 

Wedell and his co-worker, Prof. Karl U. Smith, found that the most experienced 
interviewers were least able to assess satisfaction with a job and with the company. 
The same conclusion was reached in a similar study by psychologists at the Uni- 
versity of Michigan. 

—Wacoemarn Karmprrert in the New York Times 1/21/51 


Fund Raising—Good “Bite” But No Sting 


DRESSER Manufacturing Division of Dresser Industries, Inc., Bradford, Penna., has 
its own stingless method of “putting the bite” on employees for contributions to 
deserving charities. 

Its Dresser Service League is an organization designed to let employees contribute 
by payroll deduction. Membership is strictly voluntary and is almost 100 per cent. 
Deductions are small—15 cents a week, but it adds up to a yearly total of $7.80 
per employee. Supervisors and executives contribute more. Each contributor gets 
an attractively printed card, certifying membership. On the back is a list of all 
organizations that will benefit; also an explanation of how the $7.80 is divided 
among them. Best of all is the rule which states that the employee “should not be 
further solicited by any of these agencies during their annual fund raising drives.” 

The result is that the Dresser Manufacturing Division contributes to fifteen, or © 
practically all, of the local charities whereas most company payroll deduction charit- — 
able organizations contribute to only one or a few of the larger charities. i 

—Factory Management and Maint e 3/51 





Appraising Plant Publications 


A PROGRAM to appraise critically all plant publications was launched recently at the © 
Owens-Illinois Glass Company. 

This appraisal, which will continue throughout 1951 and as long thereafter as © 
seems justified, gives each plant a monthly analysis of its publication on the following § 
points: promotion of company policies; news coverage—local and over-all; effective | 
feature material; adequate reporting of department news; and proper use of good, © 
newsworthy pictures. 

In addition, the editor will be scored on the following: judgment in the selection 4 
and display of material, writing, editing of departmental news, makeup, headwriting, : 
and ability to get a good job from the printer. 

On the basis of the analysis of all the issues for the month, each publication is 
given a monthly percentage rating and is ranked among the other plant publications. » 
Most helpful to the editor is a marked copy of each issue, with marginal comments 
about strengths and weaknesses. 

—Personnel Newsnotes (Owens-Illinois Glass Company, Toledo, Ohio) 2/51 
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ALCOHOLISM AND INDUSTRY: APPROACHES 
TO THE PROBLEM 


W coum THE LAST five years, there has 
been a remarkable growth in our aware- 
ness of the problem of alcoholism. The 
most probable causes for this development 
seem to lie in the following: (1) the 
drastic need for industrial manpower in 
1941-45 and again in 1951; (2) an in- 
creasing public awareness of the fact that 
“something can be done about alcohol- 
ism”; (3) a consequent lowering of the 
stigma attached to the condition; and (4) 
the emergence of understanding and of 
programs for action untainted by “Wet” 
or “Dry” philosophies and controversies. 
Though concrete and effective action 
on the problem by industry is observable 
Ip to this time only in token or pilot pro- 
grams, the three following modes of re- 
sponding to the problem, unknown five 
s ago, are bécoming relatively com- 
First, top management quietly and 

thout industrial policy may refer “in- 
viduals with problems” from its own 
ks to alcoholism clinics or to psychia- 
ists who have shown an interest. This 

is Wsually done after top management has 
id the traditional practices—two or 

fee “last chances,” three months’ leave 
pay to “get straightened out,” and 
"geography “cure.” Second, manage- 

it may encourage the formation of 
Bholics Anonymous groups to help in 
ehabilitation of such of the more 
vanced cases as are susceptible to this 

@ of therapy. Third, some industrial 
ficians and a few personnel men are 
ning interested in alcoholism as a 

bh problem rather than as an exhibi- 

Pof symptoms in certain individuals. 

A picture of the problem facing induc- 


try and an illustration of what can be 
done may be seen in an occupational pro- 
file of the average patient visiting an 
alcoholism outpatient clinic. 

This profile would show a man 40 years 
old, currently employed by a large manu- 
facturing company. He has been work- 
ing for that company for five years (and 
before that with one other company for 
about the same period). He is a skilled 
worker. He has come to the clinic on his 
own initiative, with encouragement from 
a friend or relative or Alcoholics Anony- 
mous. If his alcoholism can be arrested, 
he can expect to continue working for 
another 25 years. 

The clinics which worked with such 
individuals did not feel they could give 
uniformly measurable, simple statements 
concerning “success” or “failure” in their 
efforts. In general, they seemed to agree 
that a minimum of 40 per cent were 
sufficiently helped so that their work habits 
had become far more effective, at least 
up to the time these reports were made. 

If only 25 per cent of the probable 
two million employed alcoholics could be 
so helped, an enormous source of economic 
manpower would be made available, and 
it is known that a higher percentage can 
be helped. However, this cannot be 
done by denying the facts, by enthusiastic 
drives, by watching and waiting. It can 
be done effectively by learning what the 
situation is, by assessing resources, by 
planned and selective programs, by com- 
bining education and prevention with re- 
habilitation, and by viewing the problem 
not as one of isolated individuals but as 
an industrial and business problem, itself 
part of a larger community problem. 


—SeLpen D. Bacon. The Civitan Magazine, March, 1951 (reprints distributed 
by The Publications Division, The Yale Center of Alcohol Studies). 
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WHAT MAKES AN EMPLOYEE INFORMATION 
PROGRAM CLICK? By William E. Wood. Dun’s 
Review, April, 1951. Before an effective em- 
ployee information program could be inaugu- 
rated by the Virginia Electric and Power 
Company, almost Ger years of preparation 
were required. First, as this step-by-step arti- 
cle points out, the training staff had to be in- 
structed. They in turn indoctrinated the 
supervisory personnel. Besides meeting with 
supervisors in small groups as a part of the 
continuing information program, employees of 
the various districts gather annually with the 
chief executives. The net effect of the infor- 
mation program has been to raise employee 
morale and to promote more efficient service to 
the public. 


DEVELOPMENTS IN THE LAW: THE TAFT-HARTLEY 
ACT. Harvard Law Review, March, 1951. A 
detailed 70-page analysis of the Taft-Hartley 
Act, based on painstaking research. Discusses 
the significant changes brought about by the 
Act and critically examines the interpretative 
decisions of the National Labor Relations 
Board and the courts. 


HUMAN RELATIONS AND ACCIDENT PREVEN- 
TION. By Leonard E. Himler, M.D. Industrial 
Medicine and Surgery, March, 1951. Many 
of the individuals belonging to the small group 
responsible for a high proportion of all indus- 
trial accidents can be singled out by the 
trained observer, Dr. Himler declares. The 
signs and symptoms of worry and tension can 
be “spotted” by those who are alert to changes 
in appearance, attitudes, and general behavior 
which the individual manifests on his job. 


BREACH OF CONTRACT UNDER THE TAFT-HARTLEY 
ACT. By David Levinson. Labor Law Journal 
(Commerce Clearing House, Inc., 214 N. Mich- 
igan Ave., Chicago 1, Ill.), April, 1951. An 
analysis of NLRA provisions which prohibit un- 
fair labor practices and permit suits for breach 
of contract. A trend is pointed out which sug- 
gests that the area of justifiable strikes is con- 
stantly contracting, though the hard core of 
that area will probably not wither away com- 
pletely. 


SOME BASIC FACTS DESIRABLE IN A COMPANY 
BROCHURE. By William Braasch. School and 
College Placement (The Association of School 
and College Placement, 123 South Broad Street, 
Philadelphia 9, Penna.), March, 1951. A re- 
view of typical questions of college seniors, de- 
signed to determine basic information for inclu- 
sion in recruitment brochures. The company 
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brochure should express the employer's needs in 
the language of the student. 


ONLY TRAINED WORKERS ARE SAFE WORKERS. 
By Alfred M. Cooper. Mill and Factory, 
April, 1951. Safety programs are ineffective 
in materially reducing accident rates if they 
do not utilize the worker's own ability to 
develop safe working practices in his own de- 
artment, the author points out. He explains 
tee how such a program may be achieved. 


LIE-DETECTOR TESTS ON WORKERS. Business 
Week, April 28, 1951. The lie-detector is 
being used increasingly as companies make 
greater efforts to locate sources of thefts. The 
article points out some of the troublesome 
problems of the moral issue involved, and also 
observes that the entire value of a lie-detector 
depends on the operator. 


HOW NEGRO WORKERS FEEL ABOUT THEIR JOBS. 
By Alvin W. Rose. Personnel Journal, Vol. 
29, No. 8, 1951. This is a report of some 
200 interviews with Negro workers in a 
modern Chicago industry in 1947. The find- 
~~ reveal a variety of work attitudes w 

will be of interest to personnel managers, 


COMMUNICATIONS — WHAT ARE EMPLOYEES 
REALLY INTERESTED IN? By Peter Drucker. Ad- 
vanced Management, Vol. XVI, No. 2, 1951 
This is a penetrating examination of the ques- 
tion: Are employees really interested im the 
things employers assume they are? The au- 
thor believes that, as the first prerequisite of a 
sound communications program, management 
must win employees’ respect and acceptange of 
its authority and competence. 


P 
HUMAN RELATIONS TRAINING. By F. J. Roethlis- 
berger. The Journal of Industrial Traini 
March-April, 1951. any human r 
training programs for supervisors are u 
tic and ineffective, declares Dr. Roethli 
Frequently (he points out) 
raise “loaded” questions, give facile a 
indulge in platitudes, and present pri 
that cannot be applied to concrete si 
How to approach human relations 
more realistically is the main theme 
down-to-earth article. 


AN APPLE FOR THE TEACHER... By O. 

Hill. Canadian Business, May, 1951. 
Business-Education Day (an annual ‘affair, 
sponsored by the Montreal Board of de) 
brings high-school teachers and top i 
men together for a day of plant tours and in- 
formal discussion, the results can be far-reach- 
ing, this article shows. 
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MANUFACTURING YOUR PRODUCTS ABROAD 


Tooay the export manager and company 
president are faced increasingly with a 
difficult problem: the choice between try- 
ing to keep up the foreign sales of a 
product despite seemingly insuperable dif- 
ficulties and authorizing a foreign firm to 
make it abroad. Although there are real 
dangers in switching from exporting a 
product to having it manufactured abroad, 
there are innumerable examples of com- 
panies that have been through this change 
and found it to be good and profitable. 
When should you enter into a licensing 
greement? The number one job to do be- 


feign country could absorb year by 

over the next several years if the 

ct is made locally, figure out what 

tage of that market your associate 

pry could hope to get, then see if it 

seonomical to set up the manufacture 

h a quantity in the foreign factory. 

clearly is, then you must estimate 

arge a factory and how much capital 

Beded to produce sufficient quantities 

he product at the lowest cost. Such a 

survey obviously cannot be made 

erly behind a desk in the United 

tes but must be conducted on the spot 
manufacture is contemplated. 

@ guide you further in your thinking, 

are 10 questions pertinent to this 

(1) Which countries provide 

enough home market to justify 

manufacture of your product? (2) 

Which of your products are best suited 

to be the subject of a licensing agreement? 

(3) What is the attitude of the foreign 


government toward such an agreement? 
(4) What kind of local firm makes the 
best type of licensee? (5) How can you 
best protect any investment you may 
make in the foreign manufacturing com- 
pany? (6) What restrictions will the 
foreign government impose on the pay- 
ment to you in dollars of royalties and 
fees due you from the foreign manufac- 
turer? (7) Should you enlarge the po- 
tential market for the overseas factory by 
allowing it to ship to third markets? (8) 
What legal restrictions apply when you 
enter into an arrangement to send tech- 
nical information to foreign countries? 
(9) Are you prepared to enter into such 
an agreement with a long enough initial 
period to get the operation under way 
with a real chance of ultimate success— 
say five, ten or even twenty years? (10) 
Do you have a clear understanding of 
what is expected of you and what you 
will expect of the foreign producer in 
such a relationship? 

Negotiation of franchise agreements 
under which you license a foreign pro- 
ducer to make your product is not much 
more difficult than selecting foreign dis- 
tributors and negotiating distributor agree- 
ments with them. However, a different 
body of knowledge is needed; it takes 
longer to select the other party to the 
agreement and work out the details, and 
the cost of an error of judgment is greater 
because the contract you will make with 
a producer will be for a longer time than 
a sales contract with a distributor. Though 
negotiating a manufacturing franchise 
agreement is not easy, it is well within 
the capacity of the experienced export 
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manager. If successfully carried out, such 
negotiations can provide you with the 
satisfaction of not only receiving per- 
sonal recognition in your company, but 
of making a major contribution toward 


bringing to people in other lands the skill 
and knowledge they so urgently need for 
their personal well-being and for the 
economic and political stability of their 
countries. 


—Derek Brooks. Exporters’ Digest and International Trade Review, Vol. 25, No. 1. 


EYE SAFETY PROGRAM SHOULD STRESS 


FOREMAN’S ROLE 


Is Too MANY INDUSTRIAL PLANTS, safety 
goggles are given to the employees with 
the remark, “Wear these goggles at all 
times.” The individual does not know 
where to go for repairs or adjustments of 
any kind; he is allowed to live and learn 
the hard way. Too many times these in- 
dividuals return for adjustment by way of 
the plant hospital. Another eye casualty 
is registered because of lack of infor- 
mation. 

When the new worker receives his 
safety goggles, he should have them ad- 
justed by someone who understands the 
type of work the new man will be re- 
quired to do. After receiving a thorough 
eye examination and having his goggles 
adjusted, he should be taken to his job 
where he will meet the foreman of his de- 
partment who will be the guide of all his 
industrial endeavor. The foreman must 
not only realize that he has the responsi- 
bility for seeing that this man produces, 
but also the responsibility for his safety 
and welfare. At this time, the foreman 
can either stress the importance of produc: 
tion alone, or he can, and should, take 
this opportunity to emphasize to the new 
employee the importance of safety within 
the department. 

If the foreman is well informed con- 


cerning the safety condition of the depart- 
ment and the plant, he will be in a position 
to give the new employee an excellent 
safety foundation with which to work. If, 
on the other hand, the foreman is poorly 
informed or takes the attitude that pro- 


‘ duction is his only responsibility or ¢on- 


cern, the employee may take the attitude 
that safety is secondary and of little Gon- 
sequence within the department. It is a 
well-known fact that where the responsi- 
bility for safety has been given to the 
foreman, the accidents have been less 
numerous. 

Other practical aspects of eye protec: 
tion are: (1) more stress on complete vis- 
ual examination at the time of employ- 
ment; (2) a follow-through with a fe-ex- 
amination at least every two years; (3) 
greater care given to adjustment of eye 
protective equipment; (4) periodi€é eye 
examinations, other than the twé@year 
examination; (5) proper illumination for 
the employees; (6) follow-through 
gram for maintaining eye protection equi 
ment; (7) cooperation, understamdi 
and education of all employees concegni 
proper care of the eyes and the ifmpor- 
tance of good vision; (8) definite pemalties 
set up for infractions of rules and regula- 
tions given by management. 


—From an address by Russet N. Crossy (Supervisor of Safety and Claims, American 
Car and Foundry Company, Berwich, Penna.) before the National Society 
for the Prevention of Blindness. 
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Are We Prepared for Industrial Sabotage? 


A SURVEY made among all types and sizes of manufacturing companies by Mill and 
Factory to determine the thoughts of executives concerning industrial sabotage and 
to learn what is being done to guard against it reveals that: 

1. Eighty-seven per cent of the respondents do not believe their plants are in 
any danger from attempted sabotage. 

2. No special steps have been taken to guard against possible sabotage in 75 
per cent of the plants reporting. Of the 25 per cent who have taken special pre- 
cautions, 67 per cent have strengthened and/or reorganized their plant protection 
organization. Employee and visitor identification methods have been improved by 
more than 50 per cent of the same group. 

3. Only one source of electrical power is available for their plants, according 
to 87 per cent. 

4. Thirty-nine per cent have separate sources of water for fire protection. 


5. Seventy-nine per cent feel that there are no aids the government might give 
them to combat possible sabotage more effectively. 


Beating Pilferers at Their Own Game 


OWING LARGELY TO INCREASED VIGILANCE of shipping companies, insurance agencies, 
and local and federal authorities, pilferage and theft have been reduced slightly from 
33 per cent of all shipping losses in 1949 to 30 per cent in 1950. Today, however, 
the return of shortages points to an ever-widening scope of activity for pilferers. Once 
again, as in the last war, such cargoes as machine parts, rubber, textiles, metals are 
valuable on the black market and, consequently, popular in underworld circles. 

Poor packaging, wrapping, sealing, and marking account for a large percentage 
of pilferage, according to all shipping experts. Shippers are therefore advised to 
take the following precautions: 

1. Learn the conditions of transportation and storage normal to each trip. 

2. Test your packaging; arrange for return shipments of a new product or package 
to check them. 

3. Stamp each product with some form of identification to facilitate recovery of 
stolen merchandise, to prosecute thieves. 

4. Employ responsible shipping clerks; check shipping-room practices to avoid 
short packing or collusion with thieves. 

| 5. If your product is valuable, edible, readily disposable, or otherwise attractive to 

thieves, do not divulge the contents by external markings or ads. 

6. Make pilferage as difficult as possible by design of packing, strapping, and 
> sealing. 

_ ‘7. Avoid delay and exposure at terminals as far as practicable. 

8. Enclose packing lists in each container, particularly those carrying mixed or 

incomplete lots, so that pilferage can be detected. 











—Modern Industry 3/15/51 
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IN THE VAST WAREHOUSE of the Hibbard Company, boys use roller skates to cover 
more ground in less time, and to prevent foot weariness. 

Another unusual feature of this company’s operations is the economical re-use 
of most cartons in which merchandise arrives. These cartons reach the packers 
on a conveyor belt from the incoming stock department and are kept in overhead 
racks, so that all sizes and shapes are readily accessible. 
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THEY PICK ’EM UP AND LAY ’EM DOWN 


Ir WAS NOT until World War II, when 
the U. S. Navy used fork-lift trucks to 
perform prodigious feats of loading and 
unloading battle cargo, that U. S. indus- 
try woke up to the fact that it had been 
squandering its manpower by doing most 
of its lifting by hand. It was paying $9 
billion a year, roughly one-fourth of; the 
total U. S. factory payroll, just to pick 
things up and set them down. 

As a result of this realization, the 
materials-handling equipment industry has 
enjoyed a phenomenal postwar growth. 
The gross income of the industry has 
grown from $250 million in 1948 to $1 
billion in 1950. Sales are expected to 
exceed $2.5 billion this year. Says E. F. 
Twyman, vice president of Yale & 
Towne, one of the nation’s biggest equip- 
ment-makers: If all U. S. industry mod- 
ernized its materials-handling, at least 
1,000,000 men could be freed for new 
jobs or the armed forces, and production 
could be increased at least 10 per cent 
without any new plants. Some prize ex- 
amples of modernization: 


RCA’s Indianapolis plant cut its space 
from 6,400 sq. ft. to 3,600 sq. ft.; never- 


theless, it managed to increase the volume 
of goods handled from 36 million lbs. to 
97 million lbs. by installing fork lifts, 
hydraulic jacks, and portable conveyor 
units, while trimming its receiving depart- 
ment from 11 men to eight. 

Ford Motor Co. recently spent $50,000 
for fork trucks, tractors, and trailers in 
a new plant, saved $160,000 in handling 
costs the first year alone. 

Cleveland’s Ferro Machine & Foundry, 
Inc. put fork trucks to work, cut the cost 
of loading a truckload of castings from 
$20 to $1.88. 

Cleveland’s Lincoln Electric Co. (arc 
welding) is building a new $8,500,000 
plant with two miles of overhead “rail- 
road,” eliminating all manual handling 
of material. In mockup tests, President 
James F. Lincoln has found a saving of 
10 per cent in direct labor costs. 

Materials-handling improvements have 
the support of unions, because they 
usually step up business enough so that 
there are more jobs all around. They algo 
transform common laborers into semti- 
skilled operators and trim industrial ae- 
cidents, 70 per cent of which arise fram 
materials-handling. 


—Time, May 14, 1951, p. 106:2. 


THE ADVANTAGES OF CENTRALIZED MAINTENANCE 


Tat cenTRALizeD MAINTENANCE can 
work wonders in improving plant opera- 
tions and in cutting costs is shown by our 
experience at Lukens Steel Company, 
where a plan installed in 1946 has proved 
effective ever since. 

Prior to 1946, Lukens’ had individual 
groups of workers deployed around the 
plant in assigned positions. This meant 
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that the maintenance men so assi 
worked solely in the department to w 
they were regularly attached. When 
emergency arose, the company was 
able to move a maintenance crew oa 
one location to another conveniently 
efficiently. In many instances, the com- 
pany would be paying overtime in one 
location while maintenance and repair 
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men in another department were doing 
virtually nothing. In addition, there was 
a continual overlapping of orders. 

In 1946, the management of the Lukens 
company decided to bring all maintenance 
and repair groups under one, central 
supervision. In addition, it set up a 
Planning Department whose function it 
was to work out the details of jobs in 
advance—in effect, a production control 
system. The object of this move was to 
get a balanced, fully equipped organiza- 
tion with a force capable of doing work 
on all types of equipment, instead of 
separate groups acting as specialists on 
certain types only. During preliminary 
operations, skeleton crews were assigned 
to the various departments. The remain- 
ing members of the crew were assigned 
to the Central Maintenance Building 

) where new equipment was built and old 
} equipment was repaired during the peri- 
‘ods when the men were not otherwise 
“occupied. Because of this consolidation, 
Bough workmen were then made avail- 


‘lable at all times for emergency services. 
¥ The first year’s operation showed that 
Belays had been cut 890 hours below the 
3 —H. A. Font. Industry Tomorrow (Morris and Van Wormer), April, 1951, p. 1:2. 


delay figures of the previous year. Within 
two years, our company installed a com- 
plete mechanical centralized department. 
By the third year, we were able to re- 
lease another 26 men for duties in other 
parts of the plant. Meanwhile, we were 
saving well over $80,000 a year, without 
the lay-off of a single workman. By the 
beginning of the current year, despite 
an increased tonnage program in the mill, 
this department was able to release still 
more employees for work in other parts 
of the plant. Today, having entered the 
year 1951, we have combined under the 
Manager of Maintenance and Construc- 
tion the following departmental func- 
tions: Plant Engineering, Cost Control, 
Production Control, Electrical, Mechan- 
ical, Construction, Fuel and Steam, Ma- 
chine and Forge, Roll Grinding, Die 
Shops, and the necessary accessory and 
maintenance shops within those depart- 
ments. The new set-up, according to the 
latest estimated figures, will again show 
considerable savings over the expendi- 
tures which were necessary when our 
maintenance crews were dispersed all 
over the plant. 


Case History of “Color-Conditioning” 


IN ANNOUNCING a 20 per cent rise in productivity at its dry-cell battery plant, Vidor, 
Ltd., a British firm, attributes a large share of the credit to the changed attitude of 
workers brought about by the planned use of color in the factory. Of the 970 
workers, 740 are women. 

Throughout the factory colors are kept light, fresh, and functional. The basic 
color scheme provides for pastel green on the lower walls, yellow above, and paler 
yellow for the roof girders, the general effect being to “open-out™ the factory and 
remove any sense of confinement. 

Machine colors vary from department to department. For the dirtier section where 
carbon black is processed, machinery guards are painted red, and elsewhere are 
painted orange. Electrical motors and their guards are painted red. Power presses. 
in order to counteract the visual effect of the shiny zinc they are working, are painted 
bottle-green, and their guards Indian red. “Hot” processes are counteracted by 
painting machinery light yellow. Every machine in the shop is painted a different 
color and positioned so that the operator has a clear view of the whole shop. Here 
again the purpose is to lessen the sense of confinement. 

One immediate effect of the introduction of color to the plant was a marked 
reduction in the number of headaches treated in the first-aid room. 

—Target (Central Office of Information, Norgeby House, Baker St., London W. I.) 2/5/51 
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THE HUMAN FACTOR IN QUALITY CONTROL 


Tue wett-Rounpep QUALITY control 
program should be aimed at the three 
main factors on which quality invariably 
depends—materials, machines, and men. 
Let us consider here the last of these— 
the human aspects of quality control—be- 
cause quality begins in the attitudes of the 
workers.* 

Propaganda experts work on the very 
evident premise that, even though the 
conscious mind rebels at continued repe- 
tition, the subconscious will, in a very 
business-like fashion, consume the oft-re- 
peated idea, store it, and exercise it at 
every opportunity. Working on this basis, 
the best approach to the employees would 
seem to be one of getting the word “qual- 
ity” or the idea of quality before them at 
every turn. 

The quality promotional program can 
take the form of quality slogan contests, 
posters, newspaper articles, special quality 
newspapers, executive letters, pay-check 
stub slogans, slogans imprinted on cups 
in soft drink dispensers, “Q” awards, and 
a great variety of other devices of the 
kind. 

However, the full value of promotions 
cannot be realized unless top management 
demands quality and is prepared to invest 
in and support full use of the best quality 
control techniques. 

Modern industry, in its use of mass 
production methods, must admit to sim- 
plifying the factory worker's job to a 
point of seeming insignificance. The main 
loss to the man at the machine has to do 
with the lack of opportunity to express 
himself in his work. Quality control is 
proving to be one answer to the perplex- 
ing problem of lost identification. The 
worker who truly seeks to express his 
pride of performance finds in the quality 
control chart a completely impartial indi- 
cation of his performance level. As the 


* The article on which this abstract is based also 
deals in detail with the procedural oad technical 
aspects of effective quality control.—ED 
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man who guides the process, he is in a 
position to make corrections or to request 
corrections in order that his quality per- 
formance may be unblemished. The chart 
publishes the story to his foreman and his 
associates in a way that motivates him to 
do his continued best. 


But in addition to that, he is not re- 
quired to suffer the abuse which he 
sometimes received for conditions over 
which he had no control. The charts 
have an almost uncanny facility for sug- 
gesting the “assignable causes” which con- 
spire to upset the process. 

Another human engineering aspect of 
quality control has to do with the rela- 
tionship between the production foreman 
and the inspector. It has long been the 
complaint of production supervision that 
the old-time inspector made no real con-— 
tribution to productive performance. The 
more conscientious the inspector, the 
greater the likelihood of friction. 


But under a quality control program 
the inspector does contribute, and in a 
very real sense, to the efforts of the pro- 
duction team. His inspections are directe 
toward the prevention of poor quality. 
He no longer sits in judgment, but has 
stake in the perfection of every p 
in his jurisdiction. 

Still another gain from the standpoini 
of human engineering is found in the ar 
of vendor-buyer relations. A vendor 
buyer may enter into a formal agreeme 
with regard to quality, by attaching « 
the purchase contract a “quality level 
tification agreement.” In such an agr 
ment, the vendor proposes to give d 
mented assurance to the buyer that oad 
of his shipments, on a particular part, 
satisfies a quality level which is mutually 
established as reasonable. The buyer in- 
spects according to an established sample 
plan, and absorbs the cost of scrapping 
the few defective parts included in any 
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shipment which meets the required qual- 
ity level. 

Under such an arrangement, it is most 
important to agree on what is or is not 
important from the standpoint of quality, 
and then to establish the quality levels 
which are to be maintained on these 
characteristics. It actually means that the 
buyer and the vendor must work out to 
their mutual satisfaction many of the 
standards, gauging, and inspection details 
which had formerly been matters of par- 
ticular contention when quality went bad. 


Finally, the last and one of the most 
fruitful benefits of a sound Quality con- 
trol program involves improved relations 
with the public. If we are able to reduce 
the already shrinking problem of defec- 
tive products reported from the field, 
then the ultimate purpose of our program 
will have been accomplished. But inas- 
much as quality is never so good that it 
cannot be further improved, we know 
that even the superior quality program 
will always be faced with new problems 
and new challenges. 


—Roscoz M. SmitH. Dun’s Review, May, 1951, p. 21:8. 


Safety Cartoon Series Offered 


“THE TEN LITTLE INDIANS,” a series of clever cartoons which effectively point up 
various aspects of plant safety (see sample below), is offered without cost by 
Pitney-Bowes, Inc., Stamford, Connecticut, to plant managers and others inter- 
ested in the cause of industrial safety. Originally created in 1946 as plant bulletin 
board posters, these cartoons proved so successful that they were reposted in 1950 
and reprinted in the company magazine; later, they were reprinted by several 
industrial management periodicals. They may be reproduced by offset methods 
(with or without a credit line) and used as a one-a-day poster series or reprinted 
as a single continuity feature for bulletin boards or company publications. A set 
of the complete series of 11 cartoons may be obtained by addressing Pitney-Bowes’ 
Public Relations Department, Stamford, Conn. 





NINE LITTLE INDIANS 

THINKING OF A DATE 

WHAM! WENT THE PUNCH PRESS 
NOW THEY ARE EIGHT 
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Diagnosis and Cure 


CONFLICTS between machine operators and inspectors may arise for many reasons. 
But one of the most frequent, so seldom suspected, reasons is the uncertainty as to 
what are standard requirements or specifications. Take, for instance, this result of 
a “Gallup Poll” which one plant manager conducted in an attempt to find the cause 
of the friction between workers and inspectors. His questionnaire asked these 
questions: 


1. “Do you always know what quality work will be passed or rejected by the 
inspector?” Almost 50 per cent of the replies said “No.” 

2. “Do the same inspectors always require the same quality of work from you?” 
One-third of the replies said “No.” 

In other words, a considerable number of the workers expressed uncertainty con- 
cerning the standards applied either by the same inspectors or by various inspectors 
at different times. 

When the inspectors were questioned, it turned out that four-fifths of them were 
sometimes uncertain whether an item should be passed or rejected and two-fifths 
thought that the standards they used differed from those used by other inspectors. 

—The Foreman’s Letter (National Foremen’s Institute, Inc.) 5/2/51 


Motion Analyses Yield New Facts 


USING a new universal motion analyzer designed to study travel and manipulation 
motions involved in industrial work tasks, four psychologists at the University of 
Wisconsin have discovered some facts which may revise some of the established 
theories of time and motion studies. 


For one thing, the psychologists found that the direction the hand must travel 
while completing parts of a task has no influence upon the length of time needed 
to complete the task. If a series of hand motions at various points of a control 
panel were needed to complete a task, for example, it made no difference whether 
the points on the panel were in a straight line or staggered, providing travel 
distances between them were the same. This finding runs counter to the accepted 
idea that the greatest efficiency is obtained from uniform straight-line travel, the 
psychologists pointed out. 


One of the most time-consuming changes that can be made in a job situation is 
to complicate the necessary hand motions, the psychologists found. Not only does 
this result in longer periods of time needed to complete the hand-task, but it also 
lengthens the time needed for the hand to travel from one task to another. 


The psychologists also found that the greatest improvement resulting from 
training was found in manipulative hand motions and not in the hand or arm 
travel motions. At the end of a baseball season, for example, a pitcher moves 
his arm no faster than he did at the beginning of the season, but the ball travels 
faster because he has become more adept at the needed hand motions. The in- 
creased speed of the trained industrial worker is similarly the result of better 
control of the hands. 


The motion analysis also provides support to the theory already adopted by 
many industries that training will never change the relative difference in time 
required for the performance of given tasks. If an untrained worker finds he can 
do one thing faster than another, it can be safely assumed that a trained worker 
will find the same difference between the two tasks. 


“Analyses of the nature of jobs and work in terms of basic parts of human 
motion are necessary to clarify how jobs should be broken down into the simplest 
possible skill and the easiest hand manipulation,” said Professor Karl W. Smith, 
one of the psychologists. 
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DON'T LET SMOKERS BURN THE PLACE DOWN. 
Changing Times: The Kiplinger Magazine, 
April, 1951. Insurance companies estimate that 
an organized plant —— to outlaw careless 
smoking, such as that described in this article, 
can cut down danger from fire by as much as 
50 per cent. Associated Reciprocal Exchanges, 
which specializes in insuring manufacturing 
firms, reports that nearly 40 per cent of dollar 
fire loss results from careless smoking. 


HOW TO MAKE QUALITY CONTROL WORK. 
American Machinist, April 30, 1951. A special 
report on the experiences of Pa rod- 
ucts in developing a program of quality control. 
As a result of the methods described, thousands 
of inspection man-hours have been saved, and 
only four people have been added to the or- 
—— for the specific purpose of quality 
control. 


INDUSTRIAL DISASTER CONTROL. By T. Ralph 
Leadbeater. Supervision, April, 1951. The es- 
tablished safety program should be the nucleus 
of a plant's disaster control unit, the author 
states. Since industrial disaster control is only 
a phase of accident prevention, the supervisor 
should remain the key man. A chart outlining 
an organizational setup for plant disaster con- 
trol is featured. 


PALLETIZED VERTICAL STORAGE REVOLUTIONIZES 
WAREHOUSE OPERATIONS. By D. I. Brown. 
Iron Age, April 26, 1951. International 
Harvester has developed procedures for im- 
proving inventory control and service to dealers, 
‘reducing handling and product damage, and in- 
creasing storage space in their 72 district ware- 
houses. Without the addition of a single build- 
ing, warehouse capacity has been increased by 
palletization, use of “air rights,” and mechan- 
ized handling of materials. 


STREAMLINED PACKAGING AT ARMY DEPOT. 
‘Good Packaging, April, 1951. This report on 
e streamlining process at the Mt. Rainier Ord- 
mance Depot near Tacoma, Washington, sum- 
arizes the spectacular advances in winteriza- 
‘tion, rust protection, dehumidification tech’ 
miques, etc., which have made possible a tre- 
endous increase in employment, output, and 
i ackaging is the major prob- 
nance Corps has recently es- 
blished at one of the eastern installations a 
ackaging school and experimental station to be 
Yattended by personnel from all installations. 


HOW TO BEAT THE FREIGHT-CAR SHORTAGE. 
Modern Industry, May 15, 1951. Each day 
thousands of freight car orders go unfilled while 
some irate industrialists direct choice epithets 
at the government and car builders. Instead of 
complaining, smart factory managers can solve 
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the problem by following the nine suggestions 
presented in this article. 


NEW INVENTORY CONTROL SYSTEM REDUCES CUS- 
TOMER COMPLAINTS, SPEEDS DELIVERY OF OR- 
DERS. By Arthur Weiss. The Journal of Ac- 
countancy, April, 1951. This description of a 
system recently installed in several _. which 
has succeeded in speeding up and simplifying 
handling of orders where shortages are present 
or likely, has important implications for a war 
economy. A modification of inventory records 
makes better data available at a lower cost, and 
the “reservation” system proves to be a better 
means for controlling shipping operations and 
eliminating duplication of clerical effort. 


CUTTING TRUCK FLEET COSTS WITH PREVENTIVE 
MAINTENANCE. Chain Store Age, May, 1951. 
The case account of one company's highly 
successful program of preventive maintenance 
for its fleet of 49 trucks, which resulted in 
added years of service to equipment and a 
10 per cent increase in gasoline mileage. The 
control records which keep the program run- 
ning smoothly are described and illustrated. 


SCRAP: INDUSTRY'S 5 PERCENTER. Modern In- 
dustry, April 15, 1951. It takes good organi- 
zation, conscientious personnel, and up-to-date 
techniques to set up an efficient plant salvage 
program. This article includes a checkup chart 
which will prove valuable in establishing such 
a program. 


SCRAMBLED EGGS. Barron’s, May 7, 1951. An 
analysis of the Controlled Materials Plan. The 
author believes that the present plan lacks the 
solid anchor of all-out military procurement 
which gave the CMP of World War II its 
stability and authority. Credit restriction, a 
reduction in private investment and govern- 
ment spending, and continuous balancing of 
the budget remain the most powerful, tested 
weapons in the economic arsenal, this article 
concludes. 


PRODUCTION CONTROL FOR SMALL PLANTS. 
By Frank K. Shallenberger. Pacific Factory, 

ay, 1951. Production control for the small 
plant need not be complex or expensive, but 
must be adapted to the needs of the individual 
company. Mr. Shallenberger discusses a num- 
ber of ways of simplifying production control 
in the small factory. 


HOURS OF WORK VS. OUTPUT. By Max D. 
Kossoris. Factory Management and Mainte- 
nance, Vol. 109, No. 2. There is no “ideal” 
work week that would fit every plant, Dr. 
Kossoris declares in this study of hours and 
productivity. You don't lose much efficiency 
when you go from 40 hours a week to 48, but 
after 48 hours—look out. 
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New Roles for Salesmen of Scarce Goods 


Top executives acrEE that the World 
War II disaster of letting sales staffs dis- 
integrate at the first sign of product short- 
ages must not be repeated during the 
current emergency. To ward off the rust 
that develops with idleness, they plan to 
realign and consolidate territories, fit sales- 
men into new, non-selling jobs, and work 
out pay plans that won't penalize men for 
loss of volume beyond their control. 

Territorial realignment—or at least re- 
examination—is the No. 1 step toward 
meeting the situation, for it points up the 
type and number of customers a company 
decides to retain come hell or high water, 
indicates clearly where salesmen’s coverage 
might possibly be less and where full cov- 
erage is mandatory, and it shows where 
better men should be kept. 

The next few months will see salesmen 
—many of them now engaged in good, 
old-fashioned selling — deployed into 
dozens of nonselling duties. 

Most important of these will be the role 
of good-will ambassador to disgruntled 
customers whose irritation with suppliers 
may result in loss of business when short- 
ages are over. 

With the last war's experience as a 
guide, manufacturers will be far less cava- 
lier about assigning salesmen the job of 
“being friendly” with no more equipment 
than a fat expense account. Instead, that 
friendship will be planned and supervised, 
will take the form of concrete services. 

For example, management has a good 
opportunity in the period ahead to use 
salesmen to promote anti-hoarding, con- 
servation, special merchandising, techni- 


cal aid, and dealer-salesmen training pro- 
grams, to name a few. 

Already in the field is Scott Paper Com- 
pany with a merchandising advisory serv- 
ice to aid dealers in selling other products. 
Johns-Manville provides detailed technical 
help in specification changes. Willcox & 
Gibbs Sewing Machine Company helps 
customers with information on obtaining 
and producing government orders. 

Besides selling good will, competent 
salesmen may be put to effective part- or 
full-time use as eyes and ears to ferret out 
new markets, important new customers, 
substitute products, etc. Not only does) 
this open possibilities for developing non~ 
scarce, salable items during the emergency, 
but it keeps companies on top of market 
changes for the time when competition 
returns. 

Putting salesmen into wholly different 
jobs worked well for Upson Company, 
Lockport, N. Y., during the last war, 
Many of its men volunteered to come to 
the home plant and work on the product 
tion line for from 60 days to nine months, 
They continued to draw their regul 
sales salaries. In this way, Upson supple: 
mented its manpower, and at the sam 
time maintained salesmen at their full in 
come. F 

Still another extension of salesmen’s a 
tivities in the emergency is in expediti 
materials for the production department 
Converting the salesmen’s ability to make 

people buy into making prospects sell is a 
natural switch. As one company presi 
dent, already busy on military work, puts 
it: “A DO is merely a hunting license. 
We've got to dig up, and cajole suppliers; 
and our salesmen are the boys to do it.” 


—Modern Industry, February 15, 1951, p. 39:5. 
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OPERATION PX IS BIG BUSINESS 


Tue susiness MAN who is already sell- 
ing to military stores knows them as a 
lucrative market that’s growing as fast 
as the armed forces. There's plenty of 
room in the market for more business 
men. But you have to know the ground 
rules, some of which have changed since 
the end of World War II. 

Though official figures of business vol- 
ume aren't released, you can get a rough 
idea by some simple arithmetic. Unoffi- 
cial estimates put the size of the armed 
forces on domestic duty between 1.6 mil- 
lion and 1.7 million nen. About 150,000 
men are on occupation duty; some 250,- 
000 are in combat. The average soldier 
or sailor spends about $20 a month in 
military stores in the U. S.; if he’s on 
occupation duty, he spends $35-40. And 
in combat, he only spends about $15 a 
month. Altogether, it comes to a whop- 
ping volume — around $400 million a 
year, roughly. 

Selling to military stores is relatively 
simple. Each Army, Air Force, and 
Navy Exchange in the U. S. does its own 
buying. New York headquarters of the 
Army and Air Force Exchange Service 
handles buying for overseas exchanges; 
the Navy Ship's Store Office in New 
ork acts as headquarters for the Navy's 
xchange System. Your salesmen can 
‘add the military stores in their territories 
their prospect list. It’s about the same 
selling to any other business: Your 
Balesman calls at headquarters and ne- 
‘otiates with the buyers. If you want 





to, you can make a price agreement with 
the Army or Navy. This involves a 
statement from you as a manufacturer 
that you will sell your product at a stated 
wholesale price and may give you pre- 
ference over a manufacturer who doesn't 
have a price agreement. 

The restrictions established in 1949 on 
merchandise sold by the exchanges aren't 
too tough. Merchandise is broken down 
into 12 categories: candy and confections, 
beverages (beer, but no liquor), tobacco 
and accessories, toiletries and drugs, sta- 
tionery and supplies, clothing and acces- 
sories, photographic equipment and sup- 
plies, jewelry, housewares and accessories, 
sports and recreational equipment, auto- 
motive supplies (gas and a few acces- 
sories, $5.50 limit), and a string of mis- 
cellaneous items like sewing kits, shoe 
bags, and flashlights. Price limits are set 
on some items, mostly the luxuries. 

Today there are about 160 domestic 
post exchanges and 20 main exchanges 
overseas. The Navy has 148 exchanges 
and about 600 Ship’s Stores. And the 
number will increase as troop strength 
grows. 

When he goes into the local PX, how 
does the average soldier spend his money? 
Tobacco takes 19 cents of the dollar; 
candy, 5 cents; drug items, 7 cents; 
lights and jewelry-type items, 5 cents; 
magazines and stationery, 4 cents; 
clothing or insignia, 11 cents; bottled 
drinks, 9 cents; and sundries, 18 cents. 
The cafeterias and snack bars, however, 
get 22 cents. 


—Business Week, March 10, 1951, p. 92:2. 


_ . . . . . a . . . . ee * . . . . 


YANKEE HUSTLE: Hot and cold wars alike have failed to deter ambitious Yankee 
concerns from making a heavy play for overseas markets by actual acquisition of 
foreign facilities. Now American business has its taproots planted in foreign soil 
to the tune of $12,500,000,000. That's a jump from $7,300,000,000 in 1940. 


And the trend is continuing. 


—Nation’s Business 4/51 


The Management Review 





Job Description Sheet Screens Applicants—Saves Interview Time 


APPLICANTS FOR SALES joBs at Irwin, Neisler & Company, pharmaceutical manu- 
facturer of Decatur, Illinois, are given job description sheets which cover such items 
as products, marketing, and distribution; job title and duties; territory; training; 
compensation; and job permanence. 

Says P. H. Heath: 


We have found this job description very valuable in that it offers an 2 ong Rand for a 
prospective applicant to study the job assignment prior to the actual interview rom 
standpoint of the interviewer, it saves much valuable time in reviewing the job Genatigtion 
orally since the applicant is already familiar with the job prior to the initial interview. 
Also, if the applicant is not interested in the job, some screening time is saved. 


Several other companies have developed or are developing such job description 
sheets. Early in his contact with the company, the applicant is given a sheet describ- 
ing the job in which there is an opening or in which he is interested. In some cases, 
he is urged to take the sheet home and discuss the position with his wife. 

There is a growing recognition of the importance of “hiring the wife”; material 
of this nature gives her a clear picture of the over-all operation and a conception 
of the work her salesman-husband will be doing. Her questions are added to the 
applicant’s, permitting a clearer understanding. 

—Sales Service, The Dartnell Corporation, Chicago 40, II. 


Study Your Unit of Sale 


ONCE EVERY FIVE YEARS, a company will do well to restudy the units in which its 
products are sold. Changes in customers’ buying habits or consumers’ living habits 
may dictate some unit larger or smaller or entirely different from any now being 
offered. 

Apartment-house living has dictated changes in the sales units of many grocery 
and drug products. Many things must be offered in forms that will fold, nest, or 
telescope and that can be stored in small-unit space. Children can now play with 
small units of household equipment that are not mere toys but junior editions of 
the things their parents use. This has opened a new market. 

The selling of table silver has been revolutionized by offering it in place settings, 
rather than dozens. The individual-serving packages of breakfast foods have been 
responsible for large sales of cereals in hotels and restaurants, and in combination 
units for the home. Finally, many items are—or could be—offered in 10-cent units 
in the dime and variety stores for sampling purposes. 

On the other hand, the money-saving appeal has built a huge volume of sales 
in many food, drug, and household supplies packaged in large “economy” units. 
And many things are now sold in dozens or sets or pairs that were first offere} in 
individual units. 

No matter what a company makes, if it is to enjoy the largest possible volume of 
sale, it must offer its products in units which fit changing times, tastes, living condi- 
tions, and consumer psychology. A consumer research devoted exclusively to possible 


new units of sale might open wide sales vistas for many a business. 
—Management Briefs 
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Rise in Living Standard Dwarfs Price Rise 


DESPITE HIGHER PRICES on nearly everything which is purchased, the average Ameri- 
can family bought 41 per cent more goods in 1950 than it did back in 1939, 
according to a study by Economic Accounting, Inc. 

An analysis of data compiled by the U. S. Department of Commerce indicates 
that this large increase in the standard of living of the average American family 
occurred despite the fact that it paid 78 per cent higher prices in 1950 than it did 
in 1939. 
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Two prosiems which all businesses have 
in common are—how to hold present 
users and how to get more consumers of 
their respective products. Anything that 
will accomplish these things is worth 
knowing about, and that is just the func- 
tion of premium advertising. 

Probably one of the oldest, though not 
necessarily the most widely used, forms of 
premium advertising is the coupon plan. 
This is a direct application of “reward” 
psychology. It attempts to interest the 
consumer in a particular premium and 
then to encourage him to accumulate the 
required coupons through regular use of 
the particular product. Supported by the 
necessary advertising, the coupon plan ful- 
fills the double purpose of attracting new 
, customers and holding the old ones to a 



















However, don't get the idea that you 
only adopt a coupon plan and print 
coupon on your package to build a suc- 
ful premium operation. No matter 
w good your premiums are, you have to 
omote them in newspapers, on the radio, 
a catalog, etc. The probability is that 
u will spend far less on your premium 
ration and your promotional advertis- 
combined than you would spend if 
u tried to compete in straight product 
omotion with top-flight advertisers. And 
the basis of results against dollars ex- 
ded, you will be far ahead if you use 
coupon plan, for its unique advantage 
that you pay for results only as and 
n you get them—which is something 
t cannot be claimed for other types of 
ertising. 

The so-called “self-liquidating” pre- 
offer is another great favorite with 
Many advertisers. It consists of the offer 
of a premium for the return of a box top, 
label, or other evidence of purchase and 
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SOME FACTS ABOUT PREMIUMS 






a small cash payment. Since the consumer 
is usually required to buy only one pack- 
age in order to participate in the deal, the 
“self-liquidating™ plan fails to insure con- 
tinuity of use of the product, but it is 
used successfully to sample new products, 
to send customers into stores to ask for a 
particular brand, and to put a sales 
clincher into printed or radio advertising. 

All such offers should have the follow- 
ing: (1) glamour—to inspire pride of 
ownership; (2) uniqueness—in that they 
are not widely sold in retail stores; (3) 
appeal to eye and ear (the latter obviously 
for radio advertising); (4) current inter- 
est; (5) suitability to be offered at a low, 
one-coin price. Nevertheless, it should be 
kept in mind that when the consumer can 
make a choice between glamorous mer- 
chandise and practical, useful items, he 
chooses the latter time after time. Also, a 
higher price required for a premium will 
not necessarily count against it. The im- 
portant thing is to offer an article of real 
merit, with broad consumer acceptance, 
which is obviously worth, at the least, the 
cash asked for it. 

Though from my own experience, I 
would prefer to put the entire emphasis 
on the premium appeal to the consumer— 
to make my premium offer so attractive 
that he cannot afford to miss it—I can un- 
derstand that in the case of some products 
it may be of primary importance to re- 
ward the dealer and thus secure his spe- 
cial interest and preferred handling. 

In any case, if you contemplate using 
premiums in any form, or if you have an 
open mind on the subject and are consid- 
ering a test of the selling force of pre- 
miums on your product in the future, it 
is well to keep in touch with modern pre- 
mium use—as you do with other sales and 
advertising trends in your industry. Read 
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the premium articles in the trade papers 
and others. Have your advertising agency 
set up a clipping service of premium of- 
fers by other companies in related fields. 


In these ways, you will be able to keep in- 
formed on premium advertising, which is 
a vital and expanding force in modern 
merchandising. 


—Joun M. Davinson in How to Use Premiums in Your Business to Increase Your Sales and 
Profits (a Bantam Book, available gratis from Gordon C. Bowen, Secretary, Premium Adver- 
tising Association of America, Inc., c/o the Premium Service Co., Inc., 111-119 West 19th 

Street, New York 11, N. Y.) 


THE LATIN AMERICAN MARKET NOW 


The sic TaRceT for American exporters 
today should be Latin America. The mar- 
ket has been piling up dollar reserves since 
Korea, and import barriers are being 
lowered. The increases in the dollar re- 
serves of leading Latin America countries 
reflect the jump in our imports from Latin 
America in the last six months of 1950— 
up 27 per cent from the first six months, 
while our exports increased only 15 per 
cent. 

And the future looks promising. Latin 
America will be an important source of 
raw materials for U. S. rearmament and 
industrial expansion for years to come. 
Already about 40 per cent of our strategic 
materials come from there. South America 
lacks only two of the sinews of war, rub- 
ber and coal. As the London Economist 
notes: “Within the borders of the thir- 
teen South American countries lie hidden 


enough proved deposits of raw materials 
to keep the Allies armed to the teeth, 
sheathed with aluminum, and bristling 
with radar antennae for generations.” 

“If you want our raw materials, you 
must guarantee us supplies of the manu- 
factured goods we need.” This, in sub- 
stance, is what Latin America asserts at 
the bargaining table. Generally speaking, 
Latin America wants capital equipment, 
machinery, tractors, electrical apparatus, 
automobiles, etc. 

The Controlled Materials Plan, due to 
start in July, will provide assistance in 
meeting Latin American needs—and there 
will even be use of compulsory set-asides 
to fulfill the quota if necessary. Thus com? 
panies meeting essential civilian needs in 
Latin America will gain not only a profit 
able market but a preferred priority posi+ 
tion at home. ‘ 


—Foreign Report. Research Institute of America, Inc., 292 Madison Avenue, 
New York 17, N. Y., March 21, 1951. 


The Priceless Ingredient: A Parable for Sales Executives 


IN THE CITY OF BAGDAD lived Hakeem, the wise one, and many people went to him 
for counsel. There came to him a young man who had spent much but got little, 
and said: “Tell me, wise one, what shall I do to receive the most for that which I 
spend?” Hakeem answered: “A thing that is bought or sold has no value unless it 
contains that which cannot be bought or sold. Look for the priceless ingredient.” 
“But what is the priceless ingredient?” asked the young man. Spoke then the wise 
one: “My son, the priceless ingredient of every product in the market-place is the 
honor and integrity of him who makes it. Consider his name before you buy.” 
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U. S$. CONTRACTS—A SELLING JOB. By Milton 
A. Smith. Nation’s Business, April, 1951. 
Helpful facts and advice on doing business with 
the government. Suggestions for obtaining gov- 
ernment contracts include the following: (1) 
Try your local chambers, trade association or 
Department of Commerce for information be- 
fore rushing to Washington. (2) Ask to be put 
on bidders’ lists. (3) Prepare bids carefully be- 
fore submitting them to any procurement 
agency. 


HOW TO STOP “SALESMAN STEALING.” By 
Albert Woodruff Gray. Electrical Merchandis- 
ing. Employment contracts with your sales- 
men can be so drawn as to discourage your 
competitors from stealing them—and your 


THE VALUES OF MARKETING RESEARCH. By Vergil 
D. Reed. The ATAE Journal (American Trade 
Association Executives, 820 Dupont Circle 
Building, ahora oy 6, D. C.), April, 1951. 
A discussion of the basic objectives of market 
research, its many forms and applications, its 
organizational setup and administration. The 
author concludes with some sound suggestions 
for making market research results usable and 
then using them. 


EMPLOYEE TESTING FOR RETAIL STORES. By 
Patricia Lee Jackson. National Retail Dry 
Goods Association (100 West 31st Street, 
New York 1, N. Y.) An appraisal of the 
benefits and limitations of testing as a sup- 
plemental tool to regular employment and 


customers. The author of this article, an placement procedures. The author stresses the 
attorney, cites some contract clauses which fact that no testing program is infallible and 
are designed to poceans business against dis- that to be most successful the program must be 
loyal salesmen and unscrupulous competition. hand-tailored to the individual store’s needs. 





Why Close the Books in December? 


DOES YOUR COMPANY close its books on December 31 of each year? If so, why? 

The chances are, many accountants suspect, that there is no good reason. They 
think that a great many businessmen run things on a calendar-year basis just 
out of habit, and that they would be much better off with something called a 
“natural business year,” which is the 12-month period that corresponds to the 
company’s annual business cycle. It begins and ends with the slackest months of 
the year. Almost every company goes through such a cycle. The timing varies, 
but relatively seldom does it match the January-December period of the calendar. 

The Illinois Society of Certified Public Accountants has adopted this fact as 
a cause, and has a Natural Business Year Committee engaged in spreading the 
word. Its literature cites a company whose business is planned in the fall, hits 
a peak in the winter, trails off through the spring, and drops to a low point in 
summer. By switching to a fiscal year ending July 31, says the committee, that 
company gained the following advantages: 

The organization and its accounting firm were better able to absorb a work 
load that didn’t arrive in the middle of the busy season. Inventories were smaller 
and thus easier to take and price. 

Financial information became available more quickly and was thus more current. 
Reports showed the business in its most liquid condition, when working capital 
had completed its cycle back to cash. Also, reports were based less on estimates 
and more on verifiable facts. 

Since business policies were worked out in the fall, the summer closing reflected 
the completed results of the previous year’s policies. Data were available when 
needed to review that year’s plans and to formulate the next year's. 

If your company gets snarled up by closing the books in the middle of a winter 
rush, ask your accountant’s advice. The Illinois CPA society's views on the subject 
can be obtained by writing to its committee at 208 South La Salle St., Chicago 4, Ill. 

—Changing Times: The Kiplinger Magazine (Washington 6, D. C.) 2/51 
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“CENTSLESS” ACCOUNTING 


RRecocnition oF the need for stream- 
lining and simplifying accounting tech- 
niques was responsible for the elimination 
of pennies, or “centsless” accounting, at 
Dravo Corporation. Besides the actual 
10 per cent reduction in clerical cost 
attributable to our use of this device, we 
have been able to accomplish more in less 
time and avoid additions to our staff that 
would otherwise have been required. 

Several years ago, in publishing our 
annual and interim financial reports in 
whole dollars to reduce the dimensions 
of these reports, we discovered that for 
practical purposes absolute accuracy is 
not necessary for control of operations or 
evaluation of results. Our next thought 
was that perhaps substantial accuracy 
would be acceptable in the component 
figures. On the average, each amount 
recorded contained three digits of dollars 
plus two digits of cents, making a total 
of five digits. Therefore, if the pennies 
could be eliminated, we might be able to 
save 40 per cent of the effort devoted to 
recording the exact amounts. However, 
cents cannot be completely disregarded 
because the cumulative effect of pennies 
would be of considerable consequence. 
This problem was overcome by “round- 
ing” the amounts to the nearest dollar— 
thus taking advantage of the tendency of 
fractions under and over a half-dollar to 
offset each other—and by reducing the 
ultimate variance to a minimum. Amounts 
ending in exactly 50 cents were rounded 
to the nearest even dollar. 

Something had to be done about the 
variances that were bound to occur in 
entering both debit and credit entries, so 
we provided a variance account, which 
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we close to profit and loss at the end of 
the year. However, entries to those 
accounts in which pennies could not be 
disregarded (the amounts due us by 
banks, customers, employees, and other 
miscellaneous receivables, and the ac- 
counts controlling payable items and 
accrued wages, payroll deductions, and 
miscellaneous liabilities) are still recorded 
exactly. Cash receipts are recorded in 
dollars and cents in our cash receipts 
journal. Credits to miscellaneous income 
and expense accounts and to other general 
ledger accounts are shown in rounded 
dollars in the columns provided for sud 
entries in this journal. At the end of thi 
month, the various columns are totale 
and an entry prepared to record the total 
in the general ledger. The amount @ 
the variance is determined, which is th 
difference between the total debit to 
and the sum of the total credits of th 
distribution columns. If the variance is 
considered acceptable, it is charged ¢ 
credited to the penny elimination accoum 
without further recheck or question. ] 
an offsetting error of consequence occult 
it is certain to show up in the recom 
ciliation of the bank account or det 
trial balance of our accounts recei 
at which time correction can be ma 
In actual practice, we have had no p 
blems in this connection. : 
We do not use a cash disbureeailine 
journal, but if we should decide to install 
one, the procedure established for Gur 
cash received journal would work equally 
well. All disbursements from our general 
cash clear through our accounts payable 
account. We pay all bills by checks, 
record of which is kept by IBM tabulat- 





ing machines, and we cannot get a check 
out of our tabulating department unless 
a formal accounts payable purchase bill 
properly approved and distributed is sub- 
mitted to that department. In the case of 
transfers of cash, we use dummy purchase 
bills that are processed in exactly the same 
manner used for bills from a supplier of 
materials or services. Cash discounts 
allowed on purchase bills are deducted 
when such bills are received and scheduled 
for payment, and in all our accounting 
for purchases we deal with the net 
amount to be paid. 

After purchase bills are checked, ap- 
proved, and distributed, they are sent into 
the tabulating department in groups of 
about 50 with an adding machine tape of 
the payment amounts. Cards are punched 
in whole dollars covering the distribution 
and in exact dollars and cents covering 


pared with the adding machine tape. 


they agree, these cards become the 
edit to accounts payable and the basis 
r preparation of checks on the scheduled 
lyment dates. The total of the dis- 


d if the variance is acceptable—we 
ider a $2 variance acceptable—an 
umulation on a control sheet of the 
yable totals and the distribution totals 


throughout the month enables us to make 
one entry for the difference each month 
to the penny elimination account. We 
process between 6,000 and 9,000 bills 
each month on this basis. An unaccept- 
able variance is investigated while the 
purchase bills and cards are together, and 
any error is corrected by repunching as 
required. The savings in effort in this 
operation are very much worthwhile. 

Billings to customers are, of course, 
charged to accounts receivable in exact 
amounts, but the credits to revenue and 
income accounts are recorded in rounded 
dollars. Entries to the penny elimination 
account are made when our billing is 
closed for the month. We are working 
on the principle of eventually presenting 
all our bills in rounded dollars rather 
than dollars and cents and are making 
progress in that direction. 

Journal entries covering adjustments, 
write-off of depreciation, prepayments 
and deferred charges, and accrual of 
various liabilities, as well as distributions 
and prorations of overhead expenses 
present no problems. They are recorded 
in rounded dollars with the exception of 
entries to the few accounts that require 
the use of exact amounts. 

In short, we eliminate pennies wherever 
we can at inception, and where we can- 
not do that we eliminate them as soon as 
we can without impairing accuracy. 


—L. F. Apams. American Business, April, 1951, p. 38:3. 


Business Failures Are Human Failures, Study Shows 


“SURVIVAL QUALITIES OF AMERICAN BUSINESS,” a 16-page study made by Dun & 
Bradstreet, Inc. (available gratis from D & B) traces the expansion of business 
throughout the country by analyzing commercial and industrial failure trends. The 
study points out that business failures are human failures—failures in judgment, 
personality, decision, ability, and know-how. It also compares separately business 
expansion and rate of failure during the past decade in nine regions of the U. S. 
While failures in the Middle Atlantic states declined from 43.5 per cent in 1940 to 
31.9 per cent during 1950, a great failure upswing occurred on the Pacific Coast, 
where almost one out of every four failures took place. Finally, the study shows, 
eg out of every three concerns that failed in 1950 had been in business five years 
or less. 
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TAX TRAPS IN DEFENSE CONTROLS 


Busivess 1s sack in war harness again 
as far as income tax deductions are con- 
cerned. Violations of price ceilings or 
Wage Stabilization Board rules—whether 
committed in ignorance or defiance—can 
cost business men plenty of money. 

If you pay a worker over the ceiling, 
in addition to not being able to deduct 
the excess as a cost of doing business, you 
can't even deduct the part of his wages 
that lies under the ceiling. Any pay boost 
can imperil your wage-cost deductions if 
it does not follow WSB Regulation 6 
which gives blanket permission for in- 
creases up to 10 per cent of the levels 
existing on January 15, 1950. 

However, merit, length-of-service, and 
promotion increases are still deductible if 
they are arrived at by one of the follow- 
ing two methods: (1) If a formal plan— 
such as a union contract or a written job 
evaluation setup—was in existence on 
January 25, 1951, a company can give 
such raises without WSB approval. (2) 
When no plan existed on January 25, 
tax-deductible increases can be given only 
with careful attention to timing, number 
of increases per month, and the amounts. 
For example, an employee cannot be given 
a raise till 12 months after his last pre- 
vious merit or length-of-service boost. 

Accountants keep reminding business 
that in World War II such efforts to 
avoid the freeze as payment of bonuses 
in U. S. savings bonds, payment before 
approval on the strength of some sort of 


government application, and paying for a 
work week longer than actually served, 
were eventually disallowed by the Bureau 
of Internal Revenue. 

Though a vast number of employers do 
not have the written plans called for by 
WSB, experts believe that eventually 
WSSB will return to World War II pro- 
cedure, under which written policy state- 
ments could be filed. If they were 
approved, they provided a yardstick for 
merit and length-of-service increases, pro- 
motions, transfers, rates for new jobs, and 
for new hiring. 

Price ceilings create another series of 
tax pitfalls for the employer. Suppose 


you buy merchandise for resale at over- 
ceiling prices. Can the excess be deducted 
as a legitimate part of inventory? Yes, 
says the U. S. Tax Court. However, i 
an association, cooperative, or such gro 

has been set up to bypass ceilings, you 


are not allowed to deduct any dues that 
you have paid to it. 4 
When there was a price violati 
under the old law, the customer wo 
sue the seller for the overage. And 
seller was allowed to deduct wha 
payments he made in settlement. How 
ever, the seller cannot deduct any p 
ment made to the government as dama 
or fine. That goes even if the paym 
was made on the mere threat of a 
Sometimes, however, a deduction is | 
lowed on repayments to the gove 
after an honest mistake in overchar; 


—Business Week, April 21, 1951, p. 44:3. 


. . . . . . . . . . . . ee . . . ee oe 


RESPONSIBILITY for unemployment insurance activities is centralized in the personnel 
department, report 160 out of 199 West Coast companies surveyed by the Personnel 
and Industrial Relations Association of Los Angeles. The accounting department is 
held responsible in 13 companies, with the other 26 firms indicating various other 


departments. 


—Scope (Personnel and Industrial Relations Association, Inc., Los Angeles, Calif.) 3/51 
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IT’S TOO EASY TO EMBEZZLE 


Most propre HAvE the idea that em- 
bezzlement is not at all common, probably 
because most embezzlement cases are 
deliberately kept out of the newspapers. 
Actually, of all crimes, embezzlement is 
the easiest to commit and goes longest 
undetected. 

The best explanation for this seems to 
be that embezzlement attracts only those 
people whom nobody associates with 
crime. They're almost always respect- 
able, conservative men and women whom 
their co-workers and employers find it 
easy to work with. (Not all embezzlers, 
incidentally, are men, but there are about 
nine male embezzlers for every one 
female.) 

Why do these people become criminals? 
The explanation most authorities give is 
that many people become embezzlers 
simply because embezzlement is so easy. 
Oddly enough, most business firms make 


‘little or no effort to prevent it, though 
they take positive steps to prevent bur- 
glaries or robberies. Yet they may well 
stand to lose much more through one 
embezzlement than through several bur- 
giaries. 


To be sure, some firms do have their 
mployees bonded by a fidelity company 
that if employees prove dishonest, the 
rm can be reimbursed. But even those 
rms which carry such insurance are not 
ways fully protected, the amount of 
over being insufficient to reimburse the 
ployer for the entire loss. 


Many business and banking firms at- 
pt to forestall the possibility of embez- 
BZlement by carrying out periodic check- 
ps of books, files and inventories. But 
too often the checks are not thorough or 
frequent enough. 


How do embezzlers manage to conceal 
their thefts? Some don’t even try. They 


simply pocket the money and make no 
effort to manipulate the records. Most of 
them are not quite that brazen and pain- 
stakingly devise techniques for securing 
the funds or goods. 

The following six techniques are fre- 
quently used by the bank embezzler: (1) 
misappropriating funds before they are 
properly recorded—such as raising the 
amount of a check before it is entered in 
the books; (2) substituting counterfeit 
coins or metal cylinders for wrapped 
coins; (3) executing unauthorized with- 
drawal slips against customers’ accounts; 
(4) forging receipts for securities; (5) 
“tapping’—withholding a deposit until a 
second and larger one is made; (6) 
“kiting”—drawing a check on an account 
he has in bank A for more than his 
balance in the bank, pocketing the money, 
drawing a check on bank B to cover 
overdrawing in bank A, and then cover- 
ing the B withdrawal by drawing a check 
on bank C. 


In non-bank embezzlements, embezzling 
techniques are somewhat different. In 
brief, they are: (1) pocketing proceeds 
from cash sales and not recording sales; 
(2) issuing and cashing checks for 
“returned goods” which haven't been 
returned; (3) invoicing goods below 
established prices and getting bribes; 
(4) paying bills to non-existent companies 
and cashing checks. 

If business or banking firms did an all- 
round job of preventing opportunities for 
embezzlement, there would be few embez- 
zlers. And they would also be doing 
themselves—and the rest of us—a valu- 
able service, because they usually have to 
pay back what they lose through embez- 
zlement and, as a result, we all have to 
pay higher prices for their goods or 
services. 


—Amy Setwyn. Canadian Business, March, 1951, p. 44:5. 
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PREVENTING CASH DISCOUNT ABUSE 


Whar is tere about cash discounts 
that invites an infraction of terms, and 
how can creditors best deal with infrac- 
tions? 

Though credit managers, in their cor- 
respondence with customers, refer to the 
cash discount as a premium for prompt 
payment, actually the buyer and seller 
look at the cash discount, so-called, from 
opposite sides. The seller knows that 
when a sale is for cash he not only has 
the use of the money, but he has freedom 
from collection costs and from the pos- 
sibility of a bad debt. So, through terms, 
the seller levies a financing charge against 
his credit customers, while his cash cus- 
tomers are freed from it. The seller in- 
sists that the discount “must be earned” 
to be taken. The buyer, on the other 
hand, regards the discount as merely 
establishing a higher price which is 
avoided not only by those who “earn” 
the discount but by many who do not. 
And why should he be a sucker? 

Creditors nourish the abuse of the dis- 
count by being over-ready to surrender 
it in an attempt to buy good will. In 
many houses, the policy set for the credit 
manager is no more definite than “we 
want to collect unearned discounts, but 
use your own discretion in dealing with 
customers.” Since the credit manager 
has discretion, isn’t he inclined to follow 
the easier course? 


What, then, is the best approach to 
use? There may be no best approach, 
but why not abide by the contract since 
every sale is a contract, and since any 
modification must be by mutual consent. 
It is presumptuous for the customer, by 
his unilateral action, to attempt to force 
the discount. In doing so, he is trying to 
avoid a condition in the contract, and, 
though he may feign hurt, he is not really 
offended if he is not permitted to succeed. 
Why not at his first offense return his 
check and call his attention to the fact 
that his bill is not yet due though the dis- 
count date has elapsed? And don't apol- 
ogize for not allowing the discount. 
“Render unto Caesar that which is 
Caesar's” is as logical today as it was im 
the days of Saint Luke. : 

Why do creditors yield on points al- 
ready agreed upon? The answer is fear 
—fear of the customer's retaliation and 
fear that competitors have no more forti- 
tude than yourself or your own house 
The cash discount, so-called, seems to be 
firmly entrenched in our distributia 
system. Since we have to deal with 
the solution of the problem would, ther 
fore, seem to be for creditors to clag 
their ranks. When a credit executi 
knows his brother credit executives Wi 
stand firm against abuse of terms, his ow 
courage is immeasurably bolstered. 


—ALBERT F. CHAPIN. Credit and Financial Management, April, 1951, p. 6:5. 


ARE YOUR EXPENSE ACCOUNTS HURTING? 


Controiuc and checking expense 
sheets can cause a good deal of intra- 
mural friction and griping. If your or- 
ganization has expense account bothers, 
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it might profit from some suggestions that 
have helped other companies straighten 
out such problems. 

First, clear-cut rules on what expenses 





are allowed should be established. You 
should then spread the word on this 
policy. Men who travel regularly should 
be thoroughly familiar with what's legal 
and what isn’t. Many executives also 
make a point of holding a pre-departure 
conference for men making special trips 
who don’t usually travel. 

There are a number of different meth- 
ods of controlling and auditing expense 
accounts; since they all have advantages 
and disadvantages, be guided only by your 
own special needs. In general, controls 
come in two models. 


Under one system, the company pays 
a more or less fixed amount—a flat per 
diem allowance, for example—and lets 
the traveler worry about details. Though 
such a system makes for easier accounting 
and budgeting, it sometimes tempts a 
salesman to skimp on necessary expenses 
in order to save a little extra for himself. 
Also, it complicates the job of proving 
tax deductions. 

The second type of control system re- 
imburses the spender for his verified ex- 
penses. This permits more flexibility and 
is often used where expense accounts are 
only for special occasions or do not need 
to be checked closely. Otherwise, it re- 
quires too much checking time to be prac- 
tical and provides no real yardstick. 

Many firms find it best to use a com- 
ination. They reimburse for verified ex- 

nses, but only up to certain maximum 
ounts. 

Much expense account padding could 
prevented, some executives claim, if 
panies would be more realistic in set- 

ing expense account policies and salaries. 

tter to liberalize the rules or pay scales 
| bit, this theory runs, than to encourage 
your men to juggle their accounts. 





A good expense account report form 
is a must. It can be simple, but it should 
provide all the information needed in as 
definite a form as possible. Receipted 
bills, or other verification, should be at- 
tached wherever practical. The whole 
thing should be set up so as to permit 
quick and easy checking of arithmetic. 

Some outfits have found company 
charge accounts useful for verifying ex- 
penses and for simplifying control and 
disbursements. Travelers sign the tab for 
gas and oil, hotel bills, and sometimes 
even for meals and travel tickets; the bills 
go directly to the company for payment. 

If economy is required, and you would 
like to cut down the budget figure for 
expense accounts, here are three tips that 
may be helpful: 

First, don't overlook small, incidental 
costs. When spread over a year’s time, 
and over a large group of men in the field, 
they add up. 

Second, review your policies. You may, 
for example, find out that routings and 
hotel lists are outdated and that revision 
would trim expenses. 

Finally, provide some incentive for the 
men themselves to cut expenses. Putting 
the assignment up to them at regular con- 
ferences—outlining the problem and ask- 
ing for their suggestions—sometimes helps. 
Cost-saving plans are often effective. Some 
companies in which salesmen are paid a 
bonus on all sales above a certain quota 
have arrangements under which this 
bonus-determining quota is tied to the ex- 
pense account level When a man’s 
expenses go down, his quota goes down in 
proportion. He can then fill his quota 
more easily and go on to bonus-earning 
sales more quickly. 


—Changing Times: The Kiplinger Magazine, Washington 6, D. C., 
Vol. 5, No. 2, p. 38:2. 
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Consumer Finances in 1951—A Survey 


THE FOLLOWING are preliminary highlights from the Sixth Annual Survey of Con- 
sumer Finances sponsored by the Board of Governors of the Federal Reserve 
System and conducted by the Survey Research Center of the University of 
Michigan. 

1. In early 1951, at least seven in every 10 consumers thought the prices of 
the things they buy would rise during the year while only four in 10 expected 
their money incomes to rise. Somewhat more consumers believed they were worse 
off compared with a year ago than believed they were better off, notwithstanding 
the fact that more than twice as many consumers reported increases in money 
incomes during 1950 as reported decreases. Sharply higher prices and increased 
taxes and debts probably account for this attitude. 

2. The proportion of spending units holding some liquid assets (bank deposits 
and savings bonds) was seven in every 10, unchanged from a year ago. There was 
a decline in the proportion of units reporting large amounts of liquid asset hold- 
ings (more than $2,000), chiefly among units with high incomes ($5,000 or more). 

3. Consumer plans to buy houses during the coming year—newly constructed 
and existing houses combined—were nearly as extensive as plans and actual pur- 
chases in the record year 1950. However, this year more consumers were uncertain 
in their plans, and the proportion intending to buy new houses was smaller than 
last year. 

4. Fewer consumers were planning to buy at least one major durable good 
(automobile, television set, furniture, etc.) at the beginning of 1951 than a year 
earlier. 

5. United States savings bonds continued to be by far the most popular con- 
sumer choice for investment of current savings but led by a somewhat smaller 
margin than in the past. Real estate and common stock together were the first 
investment choice of two in every 10 consumers as compared with one in 10 in 
early 1949. 


6. Half of the consumers who had plans for funds received from savings bonds 
maturing in 1951 and 1952 intended to reinvest directly in savings bonds and 
another fourth intended to acquire some similarly non-inflationary investment. 

—Federal Reserve Bulletin 4/51 


What Does It Cost to Spend a Dollar? 


ONE OF THE QUESTIONS most frequently asked in respect to industrial purchasing 
is: “What should it cost to operate a purchasing departmert, as a percentage of 
annual purchases?” 


In response to a survey made of 1,000 representative purchasing agents, the 
over-all range of all replies was from $0.00083 to $0.095 per dollar expended, or 
from less than 1/10 of 1 per cent to 9.5 per cent. The average cost was $0.0154. 
While there is overlapping among all brackets, average purchasing cost in the largest 
companies (those with an annual purchase volume of more than $25 million) is one- 
half of that in the next group ($10 million to $25 million); this, in turn, is two- 
thirds of that in the following group ($1 million to $10 million), which is only 
onetthird of the cost among the smallest companies. 

The survey indicates that there is no standard capable of general application. 
The replies do, however, suggest an area or range which may be considered “nor- 
mal” and limits that should not be exceeded without questioning. 

Answers to the question, “What should it cost to issue a purchase order?”, indi- 
cate that on excessively small orders purchasing cost is disproportionately high and 
may even exceed the value of the goods purchased. 

—Purchasing 9/50 
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ASSIGNMENT OF NON-MANUFACTURING COSTS 
FOR MANAGERIAL DECISIONS. N.A.C.A. Bulle- 
tin, Research Series No. 19, May, 1951. This 
report presents the results of an analytical study 
of the techniques of 70 companies for determin- 
ing the incidence of non-manufacturing costs by 

roducts, territories, customer classes, and simi- 
ar lines of marketing activity. The findings em- 
phasize the need to consider the over-all effect 
of a decision, for products are often related in 
such a way that adding, dropping, changing the 
sales emphasis on, or changing the price of one 
item may affect the sales of other products. 


ACTUARIAL PROBLEMS [OF PENSION PLANS AND 
BENEFIT PROGRAMS]. By William W. Fellers. 
Employee Welfare & Benefit Programs (Re- 
search and Technical Report 7, Industrial Rela- 
tions Center, University of Minnesota), No- 
vember, 1950. The author examines the con- 
cept of actuarial soundness of pension and bene- 
fit plans in relation to collective bargaining. In 
discussing cost relationships, Mr. Fellers points 
out that a unit of retirement benefit commenc- 
ing at age 60 is 50 per cent more expensive 
than at 65, while a unit of benefit at age 65 
costs 60 per cent more than one commencing 
at age 70. 


WAGE POLICY AND INFLATION. By Sumner H. 
Slichter. Barron’s, April 23, 1951. This article 
deals with two principal aspects of the problem 


of inflation: wage controls, and the need to 
limit the gap between personal incomes after 
taxes and the output of consumer goods. The 
author points out that the limited ability of the 
government to control wages accentuates its 
need to encourage thrift. 


WE ASKED THE STOCKHOLDERS—AND THEY SAID 
“MAKE IT PLAIN.” By Lamar Kelley. Public 
Relations Journal, (Public Relations Society of 
America, New York, N. Y.), May, 1951. Re- 

orts the results of a recent senckbolder survey 

y Allegheny Ludlum Steel Corporation in 
which the preference was clearly on the side of 
the simple, factual annual report rather than 
the more elaborate type of report which has be- 
come increasingly popular among companies in 
recent years. 


RENEGOTIATION ACT OF 1951 ANALYZED AND 
COMPARED WITH ACTS OF 1943 AND 1948. 
By Leslie Mills. The Journal of Accountancy, 

ay, 1951. This article calls attention to the 
similarities and differences between the pres- 
ent renegotiation act and earlier laws and sug- 
gests situations which are likely to be handled 
as they were in earlier years. As the author 
observes, problems of renegotiation are much 
more difficult in a defense mobilization period 
than in a war period, with its high tax rates 
and an almost complete diversion of resources 
to the war effort. 





Auto Accidents Are Costing More 


A COROLLARY to the greater number of automobile accidents is the accompanying 
rise in the cost of settling accident claims. Property damage settlements have 
paralleled the higher cost of construction, but the settlement of personal injury or 
death claims has shown an even more substantial increase. For example, court 
judgments of $50,000 or more are not unusual. 


Insurance men list four important reasons for the increase in the cost of settling 
damage claims: 


. Medical expenses have gone up. 
Wages and salaries are substantially higher than ten years ago. 
Replacement and material costs are about 65 per cent above 1940 figures. 


. High cost of living has resulted in substantially larger awards for 
permanent disability or death. 





Recently the automobile driving public was notified of increases in certain 
automobile premium rates, and many insurance men say there is little chance of 
rates coming down. 

—Dovcias R. Weston in Canadian Business 3/51 
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“BIGGER” PENSION BENEFITS MAY NOT BE “BETTER” 


Js His annual report to the member- 
ship at the UAW-CIO Convention, 
Walter Reuther, speaking of pensions, 
said “. . . we are determined to push 
ahead and win benefits of a minimum of 
$200 a month.” Recent union demands 
almost universally include such “bigger 
and better” benefits, with the employer 
picking up the check. 

Though Mr. Eric Johnston has ex- 
pressed the concept that these benefits 
are a “form of saving and to that degree 
are nonvinflationary,” actually any in- 
crement in labor cost without a com- 
mensurate increase in productivity is 
inflationary. Some contend that these in- 
creased costs will be absorbed by profits; 
others, that disproportionate increases in 
some costs will force a reduction in over- 
all costs. Nevertheless, as costs increase, 
prices will increase; and then wages will 
increase to keep pace with prices. Thus 
larger pension and welfare benefits are 
just as inflationary as anything else that 
increases costs out of proportion to pro- 
ductivity. 

Another “non-inflationary” concept is 
that reserves accumulated to provide pen- 
sion and welfare benefits siphon off pur- 
chasing power. But this money is put to 
work through investment outlets. Eventu- 
ally it becomes increased purchasing 


power, except to the extent to which such 
funds are invested in new plants and 
facilities that will increase productivity. 
The economic effects of pension and 
welfare benefits will not be determined 
until time and experience enable a more 
adequate evaluation of their impact upon 
the economy than is now possible. If 
fringe benefits are inflationary, then the 
trend toward increasing such benefits may 
well prove to be a vicious cycle in which 
the increases are self-depreciating. As is 
true of all other phases of our economy, 
the focal point of pension and welfare 
planning should be to make what we have 
worth more, rather than to stay on t 
treadmill of getting more and more t 
is worth less and less. The question sho 
be not how to increase benefits and cone 
sequently costs, but how to have a com 
mensurate increase in productivity. Al 
things appear today, should Mr. Reuth 
succeed in getting $200 a month pe 
sions, it is possible that their value w 
be no greater than the $125 he claims t 
have won in the past year. The “n 
inflationary” concept of pensions and 
fare benefits should be carefully scrute 
nized by employees and employers bef: 
they take off on an economic binge 
wind up with a terrific hangover. “Bigg 
benefits are not necessarily “better"= 
they may be worse. 4 


—For Your Information (Edwin Shields Hewitt and Associates), 
March-April, 1951, p. 4:1. 


THE FIELD OF CORPORATE SURETYSHIP has been by no means completely cultivated. 
A recent nationwide survey of fidelity bond coverage made by the Hartford Accident 
and Indemnity Company and agents showed that the northeast section of the country 
was 93 per cent uninsured in this respect, while the best showing—in the southwest 
section—still indicated 84 per cent without fidelity bond protection. 
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—The Casualty and Insurance Journal 3/51 





“PERSONAL INSURANCE”: 


Consweration oF one’s insurance prob- 
lems cannot properly be divorced from 
that of other means of security—a pro- 
gram of insurance should be made to take 
its place in the whole security picture. 
But certain questions that face the buyer 
of insurance are of peculiar importance 
in that field. Assuming one’s various 
needs for insurance benefits have been 
accurately determined, to what general 
considerations should one give attention 
in order to develop a program that may 
be expected to meet these needs under 
current conditions? 

Two outstanding threats to any in- 
surance program are inflation and taxes. 
Taxes reduce income; inflation lowers the 
efficacy of income. Many persons, con- 
scious of these factors, are asking whether 
the purchase of life insurance or annuities 
should be undertaken or continued. This 
much is certain: Failure to buy or con- 
tinue insurance will mean that there will 
be no protection from that source. While 
the value of insurance or annuity benefits 
may be reduced by high prices or taxes, 
one can, at least, look forward with 
‘reasonable certainty to their having some 
value. Also, it should not be forgotten 
that earlier periods of high prices have 
been followed by lower prices. For ex- 
ample, the index number for 1865 was 
132, after which there was a decline to 
59 in 1879; similarly, the level of 154 in 

1920 was followed by 65 in 1932. 
| The fact that all provision for future 
come is speculative, especially in terms 
f commodities or services, does not mean 
at provision of fixed income, secure in 
ount only, is in vain. It means only 
“that a buyer should give special attention 
to the programming of his insurance to 
meet his needs as precisely as possible, 
looking forward to revision of his plans 





TODAY AND TOMORROW 


as conditions change. For this purpose, 
he does not require widespread technical 
knowledge of insurance, but rather an 
appreciation of its purposes and an ability 
to formulate what he needs to meet a 


risk 


These thoughts apply to the corporate 
buyer of group insurance quite as much 
as to the individual buying for himself. 
Provision of adequate group insurance is 
one way of demonstrating the ability of 
business to provide for the needs of its 
workers. The pension plan that provides 
pensions only for employees who reach 
the age of retirement in the employer's 
service is outmoded. The ideal should 
be a plan that provides pensions in pro- 
portion to service rendered and that does 
not defeat its ends by withdrawal rights 
and forfeitures. 

Institutional buyers as well as individ- 
ual buyers are under increasing necessity 
of practicing careful economy—they 
should not indulge in the shot-gun tech- 
nique of covering a wide area with their 
expenditures for insurance in the hope 
that a part of them will hit the target. 
The institutional buyer, even more than 
the individual, must consider future 
ability to pay for insurance. Further, a 
corporation, when it embarks on a group 
program, has made a policy decision that 
it may be fatal to reverse or to narrow. 
A change in its program may affect its 
whole scheme of industrial relations, to 
say nothing of the possible adverse effect 
on the individual worker who finds him- 
self without benefits on which he had 
counted. On an employer's statemanship 
in programming the voluntary benefits 
supplementary to those required by law 
and on his acumen in making the neces- 
sary insurance arrangements may depend 
much of the future success of his business. 


—Ravpu H. BLancHarD. The Insurance Buyer, March, 1951, p. 5:2. 
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How Life Underwriters Are Meeting the War Hazard 


WIDELY VARYING METHODS are used by the life insurance companies of the coun- 
try to meet the war hazard when issuing new policies, the Institute of Life Insur- 
ance reports. 

“, . . there appear to be as many sets of rules concerning the risk as there are 
life insurance companies. Many companies have adopted war clauses for use in 
connection with new policies, but in most cases these clauses are applied selectively. 
That is, some use the clause only when issuing policies to members of the armed 
forces; others extend the use to potential draftees including all who are classified 
1A; some apply the clauses to all applicants within certain age brackets and, even 
where this is done, each company has its own age grouping such as 16 to 26, 17 
to 30, 18 to 45 or some other bracket. 

“In no case, is the war clause applied to civilian defense workers or workers in 
war production, except where all persons in military age groups are included. Even 
then, the war clause exclusion would not affect claims, as it applies only to war- 
caused deaths outside the United States and Canada. 

“At the same time, many companies are still depending on limitations as to 
amount or type of policy, to meet the situation. Some will not issue more than 
$10,000 of insurance to persons in the military age brackets; in a few cases, the 
limit is $5,000. Many will not sell such policies as term insurance or preferred 
risk policies to those potentially eligible for military service. 

“. . . The majority of the war clauses adopted are of the type called a ‘results 
clause,” which has been recommended by the National Association of Insurance 
Commissioners, made up of all the state supervisory officials. This type of clause 
excludes coverage on those in the armed forces in the event of death resulting 
from war, an act of war, or a state of war, while serving outside the United States 
or Canada, but in no way affects claims for death from normal causes, either 
disease or accident.” 

—Insurance Advocate 2/24/51 


Recent Unemployment Insurance Developments 


THOUGH INSURED UNEMPLOYMENT, as a percentage of workers in covered employ- 
ment, reached a postwar high of 7.3 per cent in January, 1950, it thereafter began 
to decline as the result of the general improvement in business conditions throughout 
the nation. By September, the rate of insured unemployment had fallen to less 
than half of the 1948 rate, or to 2.9 per cent. 

The trend of unemployment benefit expenditures reflected the changing economic 
situation during that year. Disbursements dropped from a record high of $541 
million during the first calendar quarter to a level below the comparable 1948 volume 
by the end of the year. The benefit payments of $1,373 million for the year as 
a whole represented an expenditure rate of 1.7 per cent of taxable wages. 

Most states shared in the national decline in benefit outlays which took place 
between 1949 and the entire year of 1950. The sharpest decreases occurred in 
states with the highest costs in 1949. In Rhode Island, for example, the expendi- 
ture rate dropped from 6.2 per cent for 1949 to 2.9 per cent for 1950. California 
and New Hampshire each experienced rates of 4.0 per cent for 1949 and 2.7 per 
cent for 1950. These reductions resulted in a narrowing of the range between 
high and low cost states. For 1950, costs ranged from 0.5 per cent in Texas to 
3.6 per cent in Alaska. 

However, during 1950, there was an excess of benefits over collections, and this 
resulted in a decline in reserve funds from $7,010 million on December 31, 1949, 
to $6,972 million on December 31, 1950. The ratio of reserves to taxable wages, 
consequently, declined from 9.2 to 8.6 per cent. 

There was wide variation among the states in the December 31, 1950 reserve 
percentages. Massachusetts ended the period with the lowest ratio—2.7 per cent. 

—The Labor Market and Employment Security 4/51 
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CAN YOUR BUSINESS OUTLIVE YOU? 


A.tnoucH THE specific purposes of 
business life insurance are many, the chief 
ones are: (1) protection of key men to 
reimburse the company for loss or pro 
vide for replacement at death; (2) 
partnership insurance, to provide for 
retirement of a partner's interest at death; 
(3) corporation insurance, to provide for 
retirement of a shareholder’s interest; 
(4) provision for maintenance of a busi- 
ness upon death of a sole proprietor; and 
(5) protection of the firm’s credit by 
insurance which covers the owner or key 
man during the period of a loan or the 
duration of a mortgage. 

In setting up a good insurance program 
for your firm, the usual procedure is to 
consult with three experts who can best 
see that every angle of the firm’s interest 
is being safeguarded. They are the firm's 
attorney, its accountant, and its life in- 
surance agent. The life insurance agent 
can provide the technical advice concern- 
ing arrangement of policies, while the 
first two provide the essential information 
on which the plan is to be based. 

All business, large and small, usually 
has one or more key men who are of 
such importance that their death would 
cripple the business, or at least cause a 
serious setback until replacements could 
be trained. Against this hazard, key man 
insurance provides benefits. With these 
added funds, the firm can weather the 
setback and employ a successor in the 
competitive market. 

The adequate partnership insurance 
program should cover several objectives: 
It should enable the surviving partners to 





reorganize at once and continue in normal 
business; it should liquidate the interest 
of a deceased partner without loss; it 
should enable the beneficiaries of the de- 
ceased partner to secure full, fair value 
for his interest in the firm, with a mini- 
mum of trouble; and it should lend sup- 
port to the credit standing of the firm. 

Although a corporation is not as 
directly and immediately affected by the 
death of a shareholder as the partnership 
by the death of a partner, the varied 
consequences are a distinct hazard. With 
the transfer of the shares of the deceased 
stockholder, new stockholders—new to 
management and possibly an unknown 
element—may come into the picture. The 
stockholder’s death may also deal a severe 
blow to the corporation's credit. Adequate 
corporation insurance on the lives of the 
shareholders, to provide retirement of 
their interest at death, meets both of these 
situations. It gives the deceased share- 
holder's heirs full value of his interest at 


‘once and reduces the shock of changes in 


ownership. 

Once established, the business life in- 
surance plan should get a careful, periodic 
checkup by the three experts who super- 
vised its adoption so that the plan can 
be kept up to date with the firm’s opera- 
tions at all times. Also, every new revenue 
bill suggests a need for checking to make 
sure that all tax angles are adequately 
covered. Like the death hazards in cor- 
poration insurance, the tax hazard is 
ever-present and should be given careful 
consideration as a vital part of every 
business life insurance plan. 


—Tnomas J. Mireur. Texas Industry, March, 1951, p. 16:3. 


EXPENSE RATIO: The ratio of operating expenses to income for United States life 
insurance companies has ranged from a low of 13 per cent to a high of 21 per 
cent in the past 35 years, but at the end of 1949 it was 17.2 per cent—very near 


what it was 35 years ago. 


—Life Insurance Fact Book: 1950 (Institute of Life Insurance, 
488 Madison Ave., New York 22, N. Y.) ; 
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CATASTROPHE COVERAGE: THE AMERICAN MARKET 
GOES INTO ACTION 


Ow aprn 1, exactly six months after it 
was ordered and two years after it was 
conceived, the catastrophe coverage or 
excess-of-loss plan was effectively applied 
to American heavy industry using the 
American insurance market. 

The policy written for the Standard 
Oil Company (Indiana) at that time is 
reported to be one of the largest, if not 
the largest, ever written. It covers ap- 
proximately a half billion dollars worth 
of property in 20 locations and 10 states, 
using the excess-of-loss principle. This 
coverage was distributed between 31 
American offices (60.65 per cent) and 
the foreign market. A healthy trend is 
thus established that will diminish huge 
self-insurance undertakings only partially 
met in the foreign market and now re- 
lieved by a combination of both domestic 
and foreign insurers, with the domestic 
assuming the largest proportion of the 
risk. 

The Standard Oil Company (Indiana) 
policy covers losses by fire, lightning, 
windstorm, hail, explosion, riot, riot at- 
tending a strike, civil commotion, damage 
caused by aircraft and vehicles, smoke, 
vandalism and malicious mischief. The 
insured assumes the first $500,000 of each 
loss while the underwriting companies pay 
losses in excess of that amount. 

For many years, heavy industries in 
this country have had maintenance losses 
which are recurring, unavoidable fire 
losses incidental to normal operations. 
Buying full insurance coverage for these 
maintenance losses is uneconomical for 
most large industries and many, Standard 
Oil Company (Indiana) among them, 
have self-insured these maintenance loss- 
es. Until recently these self-insurers have 
not been able to buy insurance to cover 
only abnormal or catastrophic losses in 
the American market. 
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Since no American insurance company 
has sufficient resources to handle the large 
risks in this field by itself, the plan en- 
ables individual companies to combine on 
a risk in much the manner of individual 
underwriters at Lloyd’s London. 

Last autumn, a group of American 
companies insured the buildings of the 
University of Chicago on that basis, and 
Standard Oil Company (Indiana) applied 
for excess-of-loss coverage on property lo- 
cated in ten states, thus becoming the 
pioneers in multiple interstate insurance 
protection. 

Twenty-five states have now approved 
the excess-of-loss principle. 

In view of the increased production 
for national defense, many underwriters — 
believe that it is essential that the way 
be made clear for writing of more excess- 
of-loss policies for American industries. 

When first proposed, it was asked by 
the commissioners how many industries 
would be served by this plan. The first 
estimate of about 100 was dismissed after 
later consideration of many variable fac- 
tors such as single or multiple-location, 
concentration of values, etc. It is clear 
that the group that will seek this type of! 
protection is larger than was originally 
contemplated and represents a good many 
industries who up to now have relied 7 
self-insurance. 

It has been pointed out by advocates of 
the excess-of-loss plan and those who were 
proposing deductible fire insurance covers 
age with a minimum of $5,000 deductible, 
that each plan stems from a different un- 
derwriting principle. There appears to 
be a point where the two plans overlap 
and could serve the same purpose, but the 
former plan arises from experience in the 
reinsurance field as between insuring com- 
panies reinsuring against catastrophe, us- 
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ing $100,000 retention as a base. De- 
ductible fire insurance applies as a prin- 
ciple used in inland marine and casualty 
insurance. 

There is nothing new about fire excess- 
of-loss coverage. It has been written for 
years. What is new is the appearance of 
an American market to write it. For a 
very long period, London reinsurers have 


helped American underwriters provide 
capacity. London was the reinsurance 
center of the world and until very re- 
cently the American market was quite 
limited. Of course, these non-admitted 
carriers wrote many individual contracts 
too, and, in the aggregate, hundreds of 
millions of dollars have flowed annually 
to unauthorized insurers. 


—Rocer WiLttiaMs BupLonc. The Insurance Buyer, May, 1951, p. 6:2. 
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ADJUSTING INSURANCE CLAIMS BEFORE THEY 
occur. By Dwight W. Sleeper. Retail Control, 
April, 1951. The insured with a property loss 
wants to be indemnified on the basis of current 
costs—not on the basis of what he may have 
paid for the property at some time in the past 
when prices were lower. As the author of this 
article points out, nationwide and for all types 
of construction, building costs are now 3.7 
times greater than in 1932; 2.3 times higher 
than in 1939; and 1.7 times higher than in 
1945. However, nationwide average prices in- 
dexes cannot be relied upon to reflect the value 
of any one piece of property because of the 
many variables involved. Therefore, the au- 
thor cautions, an insured must get a competent 
appraisal of his particular property if he wants 
to be safe from a coinsurance penalty. And he 
must not overlook the fact that if such a pen- 
alty is — it will be on top of the deduc- 


tion for depreciation. 


DEFENSE PROJECTS RATING PLAN APPROVED. The 
Eastern Underwriter, April 20, 1951. A plan 
for providing workmen's compensation, auto- 
mobile, and general liability insurance on a 
combined basis to government contractors at 
the lowest cost has been approved by the De- 
partment of Defense. It is substantially the 
same as the comprehensive rating plan for 


national defense projects used during World 
War II. 


FIRE AND BUSINESS INTERRUPTION CLAIM PROB- 
LEMS. By Joseph F. Sullivan. N.A.C.A. Bulle- 
tin, May, 1951. This article is primarily con- 
cerned with the documentation of inventory and 
profit losses necessary as verification of claims 
resulting from disastrous fire. The most difficult 
problem in preparing a business interruption 
claim is probably the preparation of forecasts 
and projections of operations for the period of 
suspension, concerning which the author gives 
helpful suggestions on procedure. 


RENEWAL BY CERTIFICATE. By Jere C. Sullivan. 
The Insurance Buyer, May, 1951. The author 
penretts some convincing arguments for simpli- 
ying the renewal of insurance policies by the 


use of renewal certificates instead of completely 
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rewriting the expired policy as is now done. 
Under the present system, the insured has the 
arduous anak of proofreading and checking the 
new policy against the old to be sure that there 
are no errors or omissions in the special clauses 
—an especially bothersome situation for the 
large company which has many policies. 


PROBABLE FUTURE DEVELOPMENTS IN SICKNESS 
DISABILITY INSURANCE. - Morton D. Miller. 
Archives of Industrial Hygiene and Occupa- 
tional Medicine, December, 1950. Despite the 
noteworthy achievements of voluntary sickness 
disability plans, it seems likely that compulsory 
cash sickness legislation—such as that in Rhode 
Island, California, New Jersey, and New York 
—will be enacted in more and more states, re- 
peating the pattern of development of work- 
men’s compensation insurance. The author 
believes the New York law to be the best of 
those enacted because it follows most closely 
established disability insurance principles, and 
puts on the administrator only the task of 
supervising compliance with the law. 


WHY PENSION SYSTEMS SHOULD BE PROTECTED 
BY AN INSURED PLAN. The Eastern Under- 
writer, May 25, 1951. In an analysis of the 
various methods of funding retirement plans, 
Henry E. Blagden, second vice president of 
Prudential, contends that the insured plan 
meets all requirements and presents many ad- 
vantages. In his opinion, a large, well-managed 
life insurance company will earn a higher in- 
terest rate on its invested funds than the ma- 
jority of bank-administered trusteed funds and 

ill also furnish scope and continuity for the 
successful operation of the plan. 


THE NEED FOR CORPORATE SURETY PROTECTION 
FOR PRIVATE CONSTRUCTION CONTRACTS. By 
Charles G. Roth. The Weekly Underwriter, 
May 26, 1951. The second and concluding 
part of a discussion of various aspects of con- 
tract bonds and claims arising thereunder. The 
author reaches the conclusion that, sooner or 
later, all contracts, whether public or private, 
will be protected by compulsory bonds guar- 
anteeing payment to suppliers as well as per- 
formance to owners. 
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Executive Action. By Edmund P. Learned, 
David N. Ulrich, and Donald R. Booz, Di- 
vision of Research, Graduate School of Busi- 
ness Administration, Harvard University, 
Boston, 1951. 218 pages. $3.25. 


Reviewed by C. M. Chester* 


One of the most encouraging revelations of 
the first half of the Twentieth Century is the 
seemingly limitless potential for social and 
economic progress that lies within the human 
resources of our industrial organizations. Ex- 
ecutive management's growing comprehension 
of the inherent power of the human mechanism 
and the role of the executive in the release and 
control of the human resources entrusted to his 
charge are the object of insistent probing in 
this timely volume. 

The author's material has proved stimulating 
and provocative to an old-timer like this re- 
viewer, who looks back with humility on man- 
agement’s errors and successes of the past— 
and ahead with confident faith to an era of 
broad and enlightened executive action which 
will raise our modern civilization to greater 
heights of material and spiritual satisfaction. 

A man’s faith in the future is built on 
many things. The inquiry of this book into 
the effect of human interrelationships in the 
industrial organization offers broad reassurance. 
A recent conversation with a young public 
relations executive gave this critic similar 
reassurance. The question at hand was whether 
the young man should depart from the coun- 
seling specialty, to which he was entirely de- 
voted, to take a mid-level position of line 
authority in a large manufacturing company. 
The young man’s line of reasoning, convincing- 
ly matter-of-fact today, would have been revo- 
lutionary 30 years ago. He took the firm posi- 
tion that he could serve his company best by 
continuing his specialty duties in public rela- 
tions. He based his logic on the contention that 
this would be true so long, and only so long, as 
the operating management team, feeling its way 
General Foods 


* Honorary Chairman, Corporation, 


New York, N. Y. 
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steadily forward along the path toward suc- 
cessful human relations, needed the counsel 
of specialists. He likewise foresaw and was 
anticipating the day when the basic concepts 
of humanity to which he was so fully com- 
mitted would become an instinctive and effec- 
tive part of the operating philosophy of a 
majority of the management group. When 
that time came, he believed that his initial 
objective would have been reached and that 
he could then in good conscience join the 
management operating team, knowing that he 
would reap the needed rewards of personal 
satisfaction which come from enlightened, con- 
structive dealings among the people organized 
to attain a common worthwhile objective. 

The young man would have found strong 


justification for his conviction in the views of — 
the authors of Executive Action. The first half 


of the book attempts to analyze many of the 
intangible problems, the imponderable un- 
knowns of the human equation, which are so 


characteristic a part of “the executive world.” 


In their discussion, illuminated with lucid 
vignettes of the executive scene, the writers 
have proceeded on the premise that “the 
scope of the administrative problem is as broad 
as the working lives of the people who par- 
ticipate in the enterprise.” 

The second part discusses the human prob- 


lems of executive action. This is done in a 
series of fictional case histories, based on live — 


observations, dealing with such problems as 
delegation of responsibility, 
staff functions, and the all-important matter of 
building the organization. 


communication, 


t 
us 

# 
Bs 


While Executive Action is objective in its or-— 


ganization and moderate in its ways of ex- 


pression, its impact on the executive reader is 


a deeply stirring and inescapably subjective ex- 
perience. Its effectiveness may lie as much in 


the authors’ commendable restraint in not at- — 


tempting to urge the adoption of any hard- 
and-fast rules for the solution of management 
problems as in its simple, objective style. None 
of my executive acquaintances could read this 
book without some benefit. 

Messrs. Learned, Ulrich, and Booz speak for 
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this reviewer and m-.y of his contemporary 
colleagues when thr point out that “the great- 
est expansion of the resources that may take 
place in industry in coming decades may well 
be the effective release of human talents and 
energy in ways that are both productive and 
personally satisfying. Progress has been made, 
and more may be anticipated.” 


Tue Socia, RESPONSIBILITY OF MANAGE- 
MENT: The Edward L. Bernays Foundation 
Lectures of 1950. A Golden Anniversary 
Publication of the School of Commerce, Ac- 
counts and Finance, New York University, 
Washington Square, New York, 1950. 96 
pages. $2.00. 


Reviewed by John M. Pfiffner* 


It is no longer debatable—if it ever was— 
that industrial management should and does 
have tremendous social responsibility; for such 
controversy as exists today centers around defi- 
nition of social responsibility. Thus, in the 
present volume, Stuart Chase counsels manage- 
ment to study social science and learn how re- 
search has modified traditional ideas relative 
to worker behavior, while Stanley H. Rutten- 
berg, a labor leader, exhorts management to get 
behind a broad program of social reform, in- 
cluding slum clearance and fair employment 
practices legislation. 

The social responsibility of both management 
and labor would be facilitated by a modus 
vivendi in which each would strive toward 
scientific pricing based upon consumption, ac- 
cording to Edwin G. Nourse. While he does 
not spell it out in detail, one gathers that he 
wants abandonment of any tendency toward 
scarcity pricing in favor of all-out production 
geared to an ever-expanding consumption. 
Instead of slowing down in the face of slack- 
ened demand, management would price to move 
goods into consumption, while labor would re- 
frain from practices which would limit produc- 
tion. All this would be accomplished under a 
voluntary economy with a minimum of govern- 
mental control. 

Individual managements are doing some 
thrilling things which should be given wider 
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publicity. There is tremendous possibility for 
romance and adventure in American business 
in combining acquisitiveness and competitive- 
ness with a social conscience. Increasing in 
number are those broad-gauge industrial man- 
agers who can skillfully shoulder their multiple 
responsibilities to nation, community, stock- 
holders, and employees. Such a story is told 
in the fourth and last lecture by William B. 
Given, Jr., Chairman of the Board of the 
American Brake Shoe Company. The type of 
social responsibility which he describes must 
surely go a long way toward counteracting the 
efforts of those who would put industry under 
totalitarian control. Especially striking was Mr. 
Given's story about the broad base of owner: 
ship in his corporation. While I have not seen 
actual figures on trends in ownership of Amer- 
ican industry, incidental bits of information 
suggest that a larger percentage of Americans 
may own shares than at any time in our history. 
Recently the employees’ association of a famous 
Ohio rubber firm bought a radio and television 
system as an investment for retirement funds. 
This represents equity and ownership invest- 
ment which, if it suggests a trend, may have 
considerable influence on the social responsi- 
bility of the future. 

It is healthy to have people think both 
critically and constructively, and that is just 
what these writers do. An especially good 
augury for the future of our free institutions 
is the fact that such constructive criticism 
should be sponsored by a great college of com- 
merce and by a man whose name is s0 inti- 
mately linked with the public relations of 
American industrial enterprise. 


STREAMLINING BusINESS PROCEDURES. By 
Richard F. Neuschel. McGraw-Hill Book 
Company, New York, 1950. 334 pages. 
$5.00. 


Reviewed by Harold J. Roth* 


No management field offers a greater chal- 
lenge nor greater potential rewards to aggressive 
top management than the field of business 
procedures. Mr. Neuschel stresses the need 
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for continuing “simplification, strengthening, 
and adaptation of business procedures” to 
achieve economies in business operations. He 
also establishes a perspective for the analysis 
of procedures. Treating procedures as a basic 
administrative technique with which business 
controls and coordinates its actions, he discusses 
procedures as a management tool rather than 
“more paper work mechanics or clerical de- 
tail.” 

This book is an excellent introduction to 
the field of procedures research. Its basic or- 
ganization is dual in nature. The first section 
discusses the function of procedures research 
in the management program. The second is 
a detailed presentation of the techniques for 
procedures analysis and improvement. 

The first section not only establishes the 
need for research in this neglected field of 
management but also spells out the method 
for attacking the basic problem. Executives 
should find the author's presentation intriguing 
and thought-provoking. It is difficult to read 
his discussion of the top management approach 
to procedures analysis without questioning the 
utility of the procedures in one’s own organi- 
zation. Instead of concentrating, initially, on 
detailed clerical operations, he scores effectively 
by reiterating the need for questioning the 
fundamental purpose of each procedure. His 
thoughts on the organizational placement of 
a procedures research group are a real tribute 
to his knowledge of the underlying problem. 

The second section is an ideal handbook 
for procedures practice and contains a wealth 
of material which the research technician will 
find extremely useful. The techniques illus- 
trated in this section for organizing and chart- 
ing the factors in the survey offer many tools 
which the reader will find helpful. His “‘case- 
study” method for presenting proper interview 
technique is dramatically effective. Perhaps the 
most significant section is that which deals with 
the installation of new procedures and their 
review. Mr. Neuschel charts the hazards of 
installation with insight. His insistence on 
periodic review of completed projects is a 
step which many procedures authorities over- 
look. In my opinion, his treatment of this 
factor, vital to the continued effectiveness of 
the procedures staff, is another indication of 
the thoroughness with which this work presents 
its subject. 
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In addition to sample charts and forms, 
Streamlining Business Procedures includes an- 
other valuable asset to any reference work. 
It is intelligently and adequately indexed. Well 
organized, simply written, and carefully com- 
piled, Streamlining Business Procedures merits 
a place in every well-rounded management 
library. 


LEARNING THROUGH Discussion. By Nathaniel 
Cantor. Human Relations for Industry, 443 
Delaware Avenue, Buffalo 2, N. Y., 1951. 
111 pages. $3.00. 


Reviewed by Stanley G. Dulsky* 


By now it has become obvious to almost 
everyone that the conference technique is the 
method to use in training supervisors to work 
more effectively with people. Its superiority 
over the lecture-by-an-authority method is un- 
questioned. As a result, hundreds of confer- 
ence leaders throughout the country are con- 
ducting conferences daily, either in their own 
companies or in the companies of their clients. 

Some conference leaders conduct good con- 
ferences—others, poor ones. Who trains the 
leader? How does he learn to do the job? 
What does he know about the theory behind 
the method? Where can he find a definitive, 
easily understood exposition of the principles, 
socio-psychological in nature, that underlie con- 
trolled discussion? This small, but meaty, pub- 
lication is the answer. 

This book is written “to describe the various 
skills which enter into a professional discus-~ 
sion,” and to help the leader “understand the 
nature of the skills involved in leading a dis- 
cussion.” “It is not another book on ‘Con- 
ference Leadership’ or on ‘How to Lead a 
Discussion’ wherein the reader finds listed thee 
things to say or to do.” It analyzes the ques- 
tion: “What takes place psychologically when 
a group of people, directed by a leader, meets” 
to discuss a problem?” 

The superb discussion in “The Basis of 
Learning,” Chapter 1, (easily worth the price 
of the book) answers the frequent question of — 
conference leaders: “Why won't they talk?” 
This penetrating analysis of the educational 


* Associate Director, Chicago Psychological Institute. 








process, to which we are all subjected in our 
youth, reveals that the emotional climate in 
which people learn needs an overhauling. 
Habits of bowing to authority, of being re- 
warded for being passive, of being “spoon-fed,” 
of being told what to do, are not broken 
quickly. A new and different learning situation 
must be created—that is the primary task of the 
conference leader. 


Chapter 2, “New Light on Learning,” is an 
exposition of modern psychological concepts 
involved in learning; Chapter 3, “The Discus- 
sion Leader,” describes the implications of 
these new concepts for the role of the leader. 
It points out that the leader offers his skilled 
services to the group in a professional rela- 
tionship—he is there to help the members, not 
to satisfy his own needs. He stimulates dis- 
cussion by creating a permissive atmosphere to 
allay anxiety and by fostering self-expression 
and growth of the members. 


. 


Chapter 4, “Dynamics of Discussion,” and 
Chapter 5, “Skills in Discussion,” show how 
the leader carries out his role or function in 
relating to the group. Chapter 5 contains 10 
general principles of procedure which character- 
ize every skilled discussion and illustrations of 
each principle. Conference leaders should 
check their performance against this list. Chap- 
ter 6 “calls attention to the limitations of a dis- 
cussion, what can be expected and what should 
not be expected from a carefully conducted 
discussion.” 

Though the author is chairman of the De- 
partment of Sociology and Anthropology at the 
University of Buffalo, Learning Through Dis- 
cussion is neither academic nor pedantic. The 
style is easy and crisp, logical, and down-to- 
earth, 

For those who have had experience in lead- 
ing conferences, this book is a “must.” A 
good leader must understand modern psycho- 
logical concepts and, more important, must 
understand himself. Personality defects in the 
leader are projected into the conference and 
magnified. Learning Through Discussion can 
be of great assistance to those leaders who want 
to understand themselves better and thus im- 
prove their leadership technique. 
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SELECTING AND INDUCTING EMPLOYEES. By 
George D. Halsey. Harper and Brothers, 
New York, 1951. 361 pages. $4.50. 


Reviewed by Martin M. Bruce* 


One's first reactions to Mr. Halsey’s latest 
work is that the title is misleading. The author 
offers 21 chapters on the subject of selection but 
only one on induction. Throughout the book his 
approach is atomistic. He deals largely with 
specific factors, doing little tying together. In 
general, this book is more a conglomeration of 
quotations and excerpts from authorities and 
from people considered to be authorities than a 
meaningful unit. 

Those looking for a profound or theoretical 
treatment of selection methods and practices 
will be disappointed. Mr. Halsey has been 
rather cursory instead of intense in his treat- 
ment of the subject matter. However, his pres- 
entation is, for the most part, fairly lucid; busi- 
ness men will not find it a chore to read a 
chapter at a time. 

Because too many subjects are treated, some 
which cannot be dealt with in a cursory man- 
ner suffer. Care must, therefore, be taken not 
to view the author's words as final, particularly 
in his discussion of such technical subjects as 
“The Meaning of Test Scores,” and in his pres- 
entation of just one “system” of selecting sales- 
men, despite his statement, “In few, if any, 
fields has there been so much study and research 
as the use of tests in the selection of salesmen.” 

One very common shortcoming in other vol- 
umes on personnel appears here too. Nowhere 
is the individual looked upon as a dynamic 
whole. Instead, he is viewed from different 
angles only, depending on the subject matter. 
Greater stress on personal clinical approaches 
rather than mass impersonal “engineering” 
methods would probably result in greater 
progress. 

The author's choppy approach to his subject 
suggests that readers would do well to limit 
their reading to the better sections—for exam- 
ple, those treating the legality of questions in 
application forms, physical examinations (par- 
ticularly the section on vision), and company 
benefit programs. 


* Dunlap and Associates, New York, N. Y. 
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Good use of the technique of borrowing from 
the experiences of others is made in his discus- 
sion of benefit programs and again in the sec- 
tion entitled “Five Successful Selection Pro- 
grams.” The same technique makes some of 
the material on recruiting of value to most 
readers. 

One topic that receives broader coverage than 
others is interviewing. Most employment inter- 
viewers would do well to study the author's 
“Aids in Keeping the Applicant Talking,” his 
“Twenty Suggestions for Making the Directive 
or Controlled Interview More Effective,” and 
his admonition to “Examine and Discount Your 
Own Prejudices and Unfounded Beliefs.” (All 
of these, however, are tall orders—as is his 
treatment of the concept of halo, where, like 
so many others, he says “Do it!” without ex- 
plaining how.) 

Mr. Halsey takes on a Herculean task when 
he tries to deal with tests, particularly personal- 
ity tests, in a brief space. He covers paper-and- 
pencil inventories in a single page, though 
O. K. Buros reviews some 30 instruments in this 
category in his Third Mental Measurements 
Year Book. The author's fairly long quotations 
from this volume probably constitute the best 
parts of the chapters on tests. (One quotation is 


particularly worth repeating: “It seems probable 
that, unless the services of a well-trained and 
experienced psychologist are constantly avail- 
able, the interview, properly conducted, will be 
more effective as a means of determining per- 
sonality traits than all the tests now available.”) 

In the discussion of the theoretical aspects of 
mental ability, the thinking seems rather loose, 
some of the comments representing Mr. Halsey's 
own opinions rather than customarily accepted 
theory. However, the reader will find better 
and more meaningful statements when the prac- 
tical aspects are discussed. 

There is an occasional remark that is almost 
aphoristic. One such is hidden away in his dis- 
cussion of mental ability tests: “Job titles mean 
entirely different things in different organiza- 
tions.” Among the additional valuable items in 
the 11 chapters on testing is a very comprehen- 
sive summary of a mimeographed report of the 
Employee Relations Department of the Stand- 
ard Oil Company (New Jersey) entitled Notes: 
Conference on the Use of Employee Tests and 
Measurements. . 

In general, though material worth reading © 
can occasionally be found, the book as a 
whole can hardly be considered a contribution ~ 
to personnel literature. 








Briefer Book Notes 


(Please order books directly from publishers) 





HOW TO USE PREMIUMS IN YOUR BUSINESS TO INCREASE YOUR SALES AND PROFITS. A Bantams 
Book, published by arrangement with Premium Advertising Association of America, New York, 


1950. 120 pages. Single copies available gratis to AMA members upon request to Gordon C.” 
Bowen, Secretary, Premium Advertising Association of America, Inc., c/o The Premium Service 
Co., Inc., 111-119 West 19 Street, New York 11, N. Y. This very helpful guide to the effective” 
use ‘of premiums as sales and good-will builders answers the questions most frequently raised about” 
the use of premiums and cites many actual company experiences in support of its recommendations. — 


MARKET RESEARCH SOURCES: A Guide to Information on Domestic Marketing. Ninth Edition. By 
Lois E. Randall and Dorothy M. Sharpnack. Domestic Commerce Series No. 20, U. S. Depart-~ 
ment of Commerce, Washington, D. C., 1950. Available from the Superintendent of Documents, ~ 
Washington 25, D. C. 261 pages. $2.25. This valuable reference guide for those engaged in ~ 
marketing and market analysis provides a national inventory of market research materials avail- 
able from government sources, colleges and universities, trade associations, publishers, and others. 
Many of the items listed are available at no charge. 
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RETIRE AND BE HAPPY. By Irving Salomon. Greenberg, Publisher, 201 East 57 St.. New 
York, N. Y., 1951. 205 pages. $2.50. To help those approaching retirement age to develop 
in advance what the author terms “an aptitude for contentment,” he recounts here his own 
experiences and those of others who have succeeded in making retirement an important and 
happy period in their lives. 


SECOND STUDY ON FORMAL EDUCATION FOR HOUSE ORGAN EDITORS. Robert D. Breth, 1728 
Cherry Street, Philadelphia 3, Pa. 1950. (Single copies available upon request to Mr. Breth.) 
This second annua! survey of current practices in industrial journalism was conducted among the 
heads of the recognized departments and schools of journalism in colleges and universities 
throughout the country. Essentially it is a follow-up of the original survey, conducted early in 
1949. It is designed to show the extent to which journalism educators are providing formal 
education for students desiring to enter the new and important field of industrial editing; it is 
also designed to show the progress made in this type of education since the original survey was 





conducted. 





Publications Received 


(Please order directly from publishers) 








State Laws oF SPECIAL VALUE TO WOMEN. 
Women’s Bureau, U. S. Dept. of Labor, 
Washington, D. C., 1951. 


Unions IN THE ComMuUNITY: Proceedings of 
The Third Annual Minnesota Industrial 
Relations Center Conference. Industrial 
Relations Center, University of Minnesota, 
Minneapolis 14, Minn., 1950. 61 pages. 


THE TRANSPORTATION INDUSTRIES 1889-1946: 
A Study of Output, Employment, and Pro- 
ductivity. By Harold Barger. National 
Bureau of Economic Research, Inc., New 
York, 1951. 288 pages. $4.00. 


Lasor RELATIONS IN THE LAauNDRY INDUSTRY 
IN GREATER New York. By Louis Paul 
Nestel. Claridge Publishing Corp., 622 
Greenwich St., New York, 1950. 106 pages. 
$2.00. 


EcoNOMIC PROBLEMS AHEAD FOR MANAGE- 
MENT. By James Mussatti. Research Divi- 
sion, California Personnel Management As- 
sociation, 870 Market St., San Francisco 2, 


Calif., 1950. 12 pages. 

EFFECTS OF CORPORATE SIZE ON EFFICIENCY 
AND PROFITABILITY. By Richard C. Os- 
born. Bulletin No. 72, University of Il- 
linois, Urbana, Illinois, 1950. 82 pages. 
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TECHNIQUES OF PREPARING Major BLS Sta- 
TISTICAL Series. Bureau of Labor Statis- 
tics, United States Department of Labor, 
Washington, D. C., 1950. For sale by the 
U. S. Government Printing Office, Wash- 
ington 25, D. C. 72 pages. 40 cents. 


MANAGEMENT FACES THE PENSION PROBLEM. 
Industrial Relations Division, National As- 
sociation of Manufacturers, 14 West 49th 
Street, New York 20, N. Y., 1950. 24 
pages. 


Waces AND Hours IN THE RETAIL TRADE 
InpustRY IN New York Strate, 1950. Di- 
vision of Research and Statistics, New York 
State Dept. of Labor, 80 Centre St., New 
York, N. Y., 1950. 117 pages. 


Wace Survey Metnop: Illustrated by a 
Wage Survey of Austin, Texas. By Keith 
Davis. Bureau of Business Research, Col- 
lege of Business Administration, The Uni- 
versity of Texas, Austin, Texas, 1950. 21 
pages. 


PROCEEDINGS OF THE EIGHTH ANNUAL CON- 
FERENCE ON TRAINING IN BUSINESS AND 
InNDustrY. Division of Education and Ap- 
plied Psychology, Purdue University, Lafay- 
ette, Indiana, 1950. 69 pages. 
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| an OMMANDMENTS 
OF GOOD ORGANIZATION 


There are two hinds of efficiency: one kind 13 only 4 # and is produced in or jons through the exercise of 

mere discipline. This is but a simulation of the , OF true, efficiency which springs, at Woodrow Wilson said, from 

“she spont peration of a free people.” If you are a manager, no matter bow great or small your responsibility, 

itis your jud, in the final analysis, to create and develop this voluntary cooperation among the people whom you supervise. 

For, no matter bow powerful a combination of money, machines and materials a company may have, this is « dead and 
sterile thing without a team of willing, thinking and articulate people to guide it. 











1} Definite and clean-cut responsibilities should be assigned to each executive. 


2 Responsibility should always be coupled with corresponding authority. 


3 No change should be made in the scope or responsibilities of a position with- 
out a definite understanding to that effect on the part of all persons concerned. 


4 No executive or employee, occupying a single position in the organization, 
should be subject to definite orders from more than one source. 


Orders should never be given to subordinates over the head of a responsible 
executive. Rather than do this the officer in question should be supplanted. 


Criticisms of subordinates should, whenever possible, be made privately, and 
in no case should a subordinate be criticized in the presence of executives 
or employees of equal or lower rank. 


No dispute or difference between executives or employees as to authority 
or responsibilities should be considered too trivial for prompt and careful 
adjudication. 


Promotions, wage changes, and disciplinary action should always be approved 
by she executive immediately superior to the one directly responsible. 


No executive or employee should ever be required, or expected, to be at the 
same time an assistant to, and critic of, another. 


Any. executive whose work is subject to regular inspection should, when- 
ever practicable, be given the assistance and facilities necessary to enable him 
to maintain an independent check of the quality of his work. 





Copyright 1941, American Management Associ 


Copies of AMA’s “Ten Commandments of Good Organization” suitable for framing 
(in two colors, size 9” by 12", on high-quality deckle-edge stock) may be obtained from 
the Association’s headquarters at the following prices: single copy, 25¢; 2-24 copies, 18¢; 
25-49 copies, 15¢; 50 copies and over, 12¢. 


Orders under $3.00 should be accompanied by remittances. Sales tax should be included in remittances 
for New York City orders. 


AMERICAN MANAGEMENT ASSOCIATION 
330 WEST 42nd STREET e NEW YORK 18, N. Y. 
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